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INTERNATIONAL | 
DIESEL TRACTOR | y 


Pays for Itself / 
in 5 Years! “4 
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Elimination of Accidents 
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‘in Handling Poles 


and Pipes Yields Big Savings 
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This International TD-18 Diesel Crawler 
Tractor and revolving crane, purchased 
two years ago by an electric and water 
utility in the South, has eliminated ac- 
cidents in the pole and pipe yards. 

The foreman in charge says that sav- 
ings realized would pay for both crane 
and tractor in the first five years of use! 
Previously a crew with cant hooks was 
used for this work. 

Poles vary from 35 to 65 feet in length. 
The crane, with a 30-foot boom, handles 
poles and heavy cast iron pipe easily. 


It will pay to consult the Interna- 
tional Industrial Power Distributor near 
you for aid in selecting tractors and 
equipment to improve the efficiency of 
your operations ... and for information 
about the new things to come from Inter- 
national Harvester. Long-lived, instant- 
starting International Diesel Tractors 
and Power Units can relieve you of 
many a tough, man-killing job. 


Industrial Power Division 


INTERNATIONAL HARVESTER COMPANY 
108 North Michigan Avenue Chicago 1, Illinois 


Wueet Tractors 


Industrial Power 
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Any Way You Look at It— 
Barber Conversion Burners 
Deliver Better Value! 


. The user of a gas conversion burner is interested principally in two 
things: performance, as seen in terms of heating adequacy and trou- 
ble-free operation—and economy, represented in the initial price of 
the equipment and its fuel efficiency. Based on this logical reasoning, 
a nation-wide preference for Barber Automatic Burners is easily 
understood. 


Perfected Barber design, devoid of all dubious or "experimental" 
principles, is famous for year-in-year-out, dependable operation, with minimum ser- 
vicing. Barber economy is refiected first in the moderate cost of the installation, 
for the owner pays only for the essential mechanical equipment, and not for "trim- 
mings" which have no real utility. Low operating cost and high fuel efficiency, on 
any type of gas, are also certain because of the complete combustion effected by 
patented Barber Jets, with their unique auxiliary air feed. 


For a third of a century— 
in hundreds of thousands of 
homes and industries—Bar- 
ber Burners have well 
proved their claim to su- 
periority, and this for the 
concrete reasons stated 
above. 





We are s burner specialists, 
° and offer La our engineering and 
the develop- 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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Loop handles make new 4P extra 
easy to put on pipe. 


The new RILESiIb New ease of handling. 


New smoother easier 


No. 4P Geared Threader threading. 


New bother-free upkeep. 


for 22" to 4” pipe New long life of 


efficient service. 


@ This new 4P is full of typical RIEAID improvements. Com- 
fort-grip loop handles balance it easily—no slipping or tipping 
over. Workholder séts quickly before you put on pipe .. . no 
bushings. Twin-anchored drive shaft turns in bronze bearing, 
never needs oil. Fully enclosed gear protects you, keeps out 
dirt. Four sets of 5 high-speed steel dies. RITZAID universal 
drive shaft for power operation available; ratchet handle fur- 
nished. For less work and better 24%” to 4” threads . . . ask 
your Supply House for the new 4P. 


* WORK-SAVER PIPE TOOLS 


THE RIDGE TOOL COMPANY ~ ELYRIA, OHIO, U.S.A. 
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Pages with the Editors 


ECENTLY there was published in the 
New York Herald Tribune a brief 
but informative analysis of the course of 
British Socialism under the new Labor 
government. It was written by one of the 
Tribune’s special feature writers, John 
Chabot Smith, and traces the steps 
which are being taken to nationalize pub- 
lic utilities and other essential industries 
by the relatively new Labor government 
of Great Britain. 


It appears that some opposition has 
sprung up against the government’s pro- 
gram to nationalize the electric industry. 
This opposition has the support of the 
associations and British chambers of 
commerce. Also, even more forceful 
opposition is reported to be in the offing 
with respect to the Labor government’s 
plan to nationalize the gas and trucking 
industries. The nationalization of the 
coal mines and the Bank of England has 
already been accomplished as far as the 
law on the subject is concerned. 


MARIE FORD 
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WAHILE it is not reported that the gov- 
ernment is in any political danger of hav- 
ing its program defeated (in view of 
Labor’s overwhelming majority in the 
House of Commons), it does appear that 
the average Britisher is beginning to 
wake up to the consequences of political 
endorsement of a socialistic program. 
Mr. Smith reports : 


Most of the people who voted for the So- 
cialist government last year probably did not 
realize what they were letting themselves in 
for, and still have not really found out. 
When they do discover what a profound dif- 
ference in the British way of life is in store 
for them at the Socialists’ hands, there may 
be another and more determined struggle 
and a real effort to bring the issue of So- 
cialism versus Capitalism squarely before 
the public for a final decision. But, for a 
number of reasons, that is unlikely to hap- 
pen. 


HE story goes on to point out an in- 
A herent characteristic of a socialistic 
trend .which is too often lost sight of in 
discussions about public ownership and 
nationalization programs generally. That 
is the almost irrevocable nature of a de- 
cision in favor of a socialistic program. 
It is a fact that public ownership can !ose 
time and again at the polls. Generally 
speaking, it only has to win once and that 
is the end of private enterprise. 


WE have heard in recent times of the 
government of this country or that coun- 
try taking over this or that industry. But 
we have not heard for a long time of a 
government letting go of an industry and 
reéstablishing it as a form of private en- 
terprise. The most recent example, out- 
side of Great Britain, was the sale of the 
telephone properties of the International 
Telephone & Telegraph Company to the 
former government of Rumania, and 
also to the government of Spain, « 
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GMC RuGGeD LONG Li FE 


Returning Service Men regard GMC army trucks as the P 
most rugged transport vehicles of the war. In GMC’s | 
fine war record there is plenty of reason for this belief. | 


GMCs of one Quartermaster Company rolled up a million © 
miles . . . through the Pacific’s swampy jungles, blinding 
dust and destructive tropical humidity . . . without one 
man-day lost due to motor mishap. GMCs stormed over 
the roads of Normandy to help haul the 500,000 tons of — 
supplies transported by the famous Red Ball Express. 
Other GMCs pulled tremendous loads over the mountains 
of Italy, the sands of Africa, the frozen tundras of Alaska. 


You can look for similar rugged reliability in the GMC | 
you buy for commercial use. For every GMC civilian 
model from % to 20 tons has the same basic engine as 
that which powered nearly 600,000 war-proved GMCs. 


The "270" ine, power plant of the ‘Army's 
THE TRUCK OF VALUE &> Cc Pili amt he fo 


GMC gas engines are of the same basic design. 
Lt GASOLINE © DIESEL 


GMC TRUCK & COACH DIVISION «© GENERAL MOTORS CORPORATION 
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In this country, where public owner- 
ship of utilities has until fairly recent 
years been more or less confined to the 
municipal plant movement, we did wit- 
ness a period during which the number 
of municipal plants declined. According 
to the U. S. census, the number of such 
plants in the United States reached a 
peak of more than 2,500 in 1922 and ten 
years later had dropped to about 1,800, 
since recovering considerably. This re- 
duction was due, presumably, to pur- 
chases of municipal property by busi- 
ness-managed utilities. 


SocraLism being an economic as well 
as a political change, the people there- 
after are no longer confronted with a 
simple question of voting for this po- 
litical party or that political party. On 
the contrary, with each additional step 
in the chain of nationalization, the pre- 
vailing party obtains so much more con- 
trol over the commerce and the activities 
of the general population that it becomes 


more and more difficult for a rival po- | 


litical party even to organize, much less 
throw out the strongly entrenched so- 
cialistic government. 


As the army of tax-paying public serv- 
ants waxes and the remaining retainers 
of private business wane in numbers, the 
issue of government domination and 
control of public thinking becomes more 
and more a lopsided contest. The end 
of this road is the mockery of the demo- 
cratic process, witnessed in European 
countries in the form of so-called plebi- 
scites in which the real opposition is not 
even permitted to “field a team.” 


Has nationalization ever turned the 
other way? Check back in a broad 
and general way through the history of 
nationalistic movements just on this one 
point. Since Socialism is anything but 
new, it must follow that somewhere 
along the line in the past it must have oc- 
casionally been sidetracked in order to 
give other forms of political and social 
organization a chance. Socialism springs, 
in principle, from the tribal communities 
of prehistoric races of mankind. It 
changed to a form of complete owner- 
ship asserted by monarchs or despotic 
rulers, such as the Khans of ancient 
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Mongolia over the property and even the 
lives of all of their subjects. 


In all these varying forms, history has 
yet to record an instance where a na- 
tionalization of private property has 
ever been reversed in a brief enough time 
to return such property to the original 
owners. What happened in the case of 
absolute monarchies and agrarian move- 
ments, which in the past have confiscated 
private property, was that they had to 
continue to the point of absolute collapse 
or overthrow by hostile force by enemy 
action or revolution, before any new sys- 
tem was established. That simply set up 
a new class of property owners—small 
consolation to the original holders. Some- 
thing like that occurred when the estates 
of the nobility were broken up after the 
French Revolution. 


IF we are impulsive about nationaliza- 
tion now, the chances are good that a 
great many adults now in healthy condi- 
tion will not live to see the day when an 
erroneous decision, even after its failure 
is admitted, can be overruled. And even 
if it is overruled, we might not recognize 
the result. We could and did repeal our 
“noble experiment” in prohibition by a 
new constitutional amendment. But the 
solution would not be so easy, in the 
case of an experiment in state Socialism. 


* * ok * 


PLEASANT variety in this issue is the 
A introduction of a new contributor 
from the distaff side. Marie Forp, 
whose article about public utilities on the 
radio begins on page 73, is the editor of 
Radio Showmanship Magazine, pub- 
lished in Minneapolis — a post she has 
held since 1941. She graduated from the 
University of Minnesota in 1931 and is 
the wife of one of its professors. She 
has contributed to numerous trade and 
business publications, writing principally 
on the subject of radio promotion. 


THE next number of this magazine 
will be out August Ist. 


Se, CaleXiine 
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For economical 
LOW HEAD DEVELOPMENT 


in Bra 
Station im 
Pramerer_ of runnes 13 
inches. Turbine capaci 
14,200-hp- 


PROPELLER TYPE TURBINES 


Propeller type turbines are indicated for heads not in 
excess of 100 feet and in cases where water 
economy, at heads considerably lower than the rated 
output, is not of primary importance. 
The selection of the proper turbine, to suit 
the conditions of any particular 
installation, is essential for economical 
development of water power. Baldwin 
engineers have been solving problems 
of this kind for many years. Perhaps 
they can assist you. 


THE BALDWIN LOCOMOTIVE WORKS «+ PHILADELPHIA, PA., U.S. A. 


1. P. MORRIS DEPARTMENT, EDDYSTONE, PA. © THE PELTON WATER WHEEL CO., SAN FRANCISCO, CALIF. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MONTAIGNE 





“There comes a point where cheap money ceases to be 
a bargain.” 


> 


“Call it enterprise, or the spirit of adventure; it has 
opened up the world.” 
* 


“We need to know more about the ‘human equation’ 
in making things, as well as the ‘human equation’ in buy- 
ing things.” 

- 


“The right to strike in an essential public service can 
never again be defended as one of the essential rights of 


man. 


> 


“Government has intruded far into the affairs of in- 
dustry, and it is now up to industry to intrude into the 
affairs of government.” 


> 


“I think the thoughtful southerner looks to organized 
labor to bring more industry and more jobs to the South 
and to see that the Negro ceases to be an economic burden 
on the South and all its institutions.” 


> 


“The administration’s labor policy supplants collective 
bargaining by government compulsion. The government 
trend is plainly to nationalize labor negotiations with big 
industry by setting nation-wide patterns.” 


* 


“Big business and big labor are probably here to stay, 
and, because of their far-reaching effect on the lives of 
millions of our citizens, there is and will continue to be 
demand for government intervention in their relations.” 


> 


“If Congress should fail to pass adequate legislation 
during this session on the domestic control of atomic en- 
ergy, it will be a catastrophe and a disgrace, and will leave 
the country in a period of doldrums where those who have 
constructive programs in mind will not have the author- 
ization or means to go ahead.” 


12 
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Rising vertically into a compact coil above the lintel, KINNEAR Rolling Doors 
s@ve floor, wall and ceiling space. The coiling upward action clears the door- 
way from jamb to jamb, from floor to lintel. KINNEAR Rolling Doors are 
built in any size for old or new construction—Write for details! 


THE KINNEAR MANUFACTURING COMPANY 


Factories: —2060-80 Fields Ave., Columbus 16, Ohio; 
1742 Yosemite Ave., San Francisco 24, Calif. 
Offices and Agents in Principal Cities 


ROLLING DOORS 
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“Ina representative democracy such as ours there is no 
place for government by organized minorities, whether 
it be by force, threat, or intimidation.” 


aa 


“The right of the few to strike had come into conflict 
with rights of everyone else, including as most important 
the right of peaceable and industrious members of society 
to live and carry on their daily work.” 


* 


“I can tell you, with deep conviction, that the greatest 
threat of Socialism in this country today lies in the trans- 
portation industry, and that what happens to it in the next 
half decade will determine the fate of private enterprise 
in this nation.” 


* 


“Up to now tax programs have been developed largely 
with a view to their impact upon votes. If we are to have 
business expansion, and hence high employment, it is the 
impact of taxes on business expansion that should be the 
paramount consideration.” 


> 


“ .. the United States will go the way of other coun- 
tries in bringing under governmental ownership and con- 
trol . . . basic industries if labor leaders like John L. 
Lewis continue to put attainment of their private ends 
above the community welfare.” 


ia 


“Almost any labor dispute can be settled at a price. 
During wars and booms any price seems to work. But 
wars and booms fail to last as long as most people hope 
they will. Before long the time comes when a country 
must face the pay off. The wrong settlements then cause 
firms to shut down, or shrink their operations.” 


* 


“If we have to go through a season of dangerous infla- 
«tion of the price structure in this country over the coming 
years it will be because we have not faced up to our prob- 
lems courageously, because we have continued to broaden 
the credit base through deficit financing ‘by the Federal 
government, and because we have not wisely met the prob- 
lems that arise out of our huge national debt.” 


* 


“Today, industry is beginning to realize that its greatest 
competition for the citizen’s dollar is government. There 
isn’t such a thing as ‘big business’ . . . Bigness is rela- 
tive. And the biggest thing in this country . . . is govern- 
ment. It is the biggest trust that has ever been put to- 
gether. It is more powerful by a thousand times than any 
trust or combination of trusts against which Theodore 
Roosevelt wielded his big stick.” 








EVERY pay...MORE AND MORE 
a a, 


Public utilities demand 





7ob-Kated p 


There isn’t a public utility in America 
that doesn’t know how well Dodge Job- 
Rated trucks “stood up” through four 
years of war. And most of ’em know why. 
They know that a truck powered with 
the right engine will deliver maximum 
pulling power at minimum cost. 

They know that a truck built with the 
right transmission, clutch, axles, the 
right springs, brakes and every other 


ulling power 


unit to fit the job . . . will perform better, 
longer, and at rock-bottom cost. 

Yes, the men who buy trucks for public 
utilities know trucks—that’s “for sure.” 
They know the soundness of the “Job- 
Rated’”’ idea. They know the ready 
availability of Dodge parts. That’s why 
sO many are now demanding trucks that 
fit their jobs—long-lasting, economical 
Dodge Job-Rated trucks! 


DODGE“““TRUCKS 


DODGE DIVISION OF 


CHRYSLER CORPORATION 


FIT THE JOB 


. LAST LONGER 
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and DRY DOCK COMPANY 


Newport News, 
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WITH A LONG 
CLEAN LIFE! 


Pressure creosoting 
at McCormick & Bax- 
ter means a deep, uni- 
form penetration of 

the preservative ; long- 


STRAIGHT me ilifed poles resistant to 


STRONG (6 decay and termites. 
DURABLE Following the pressure 


DOUGLAS / 
FIR 


Baxter vacuum-dries the 


/ treatment, McCormick & 


f poles. You get them neat 
/ iif and clean, easy to handle. 
i Give us a call when you 
hi need treated poles, piling, 
} timbers or ties. We deliver! 
) 


McCORMICK & BAXTER 
CREOSOTING CO. 
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78% of All Ford V-8 
Trucks Ever Sold Are 
Still in Use! 
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1 Rocky Mountain Electrical League will hold annual convention, Estes Park, Colo., 
Sept. 5-7, 1946. 





{A nT 1906. Water Works Association, Southeastern Section, will hold meeting, Sept. 





{ International Conference on Large Electric High-tension Systems concludes first post- 
war session, Paris, France, 1946, 





{ Appalachian Gas Measurement Short Course will be conducted at West Virginia 
niversity, Morgantown, W. Va., Sept. 9-11, 1946. ¢ 








» | me 5 ony Gas Associétion will hold annual convention, San Francisco, Cal., Sept. 








q South Dakota Telephone Association will hold annual convention, Sioux Falls, S. D., 
Sept. 11, 12, 1946. 


- 








¥ American Water Works Association, Western Pennsylvania Section, will hold meeting, 
Sept. 12, 13, 1946. 








Lk ama Industrial Gas Council will hold meeting, Minneapolis, Minn., Sept. 12, 13, 
1946. 








{ American Water Works Association, Rocky Mountain Section, will hold meeting, 
Sept. 12, 13, 1946. 








{ Michigan Independent Telephone Association annual convention will be held, Lansing, 
Mich., Sept. 18, 19, 1946. 








{ Illuminating Engineering Society will hold national convention, Quebec, Canada, @ 
Sept. 18-21, 1946. 





q Monica Electric Utilities Association of New York State will hold. annual conference, 
Elmira, N. Y., Sept. 25-27, 1946. 

















{ Second National Electronic Conference will be held, Chicago, Ill., Oct. 3—5, 1946. 





{ American Gas Association will hold annual convention, Atlantic City, N. J., Oct. 7-11, 
1946. 
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Labor-management Relations 
In Public Utilities 


The national convention of state governors is now on rec- 
ord in favor of Federal and state legislation to prevent public 
utility strikes. Here is an analysis by one of our leading state 
executives of his recently enacted plan for safeguarding the pub- 
lic interest from the dangers inherent in a public utility strike.- 


By WALTER E. EDGE 
GOVERNOR OF NEW JERSEY 


HE United States of America is 
‘Tie a great test—the greatest 

such test in all history. It is this: 
Can 140,000,000 people make an indus- 
trialized democracy work? I think that 
they can. However, to do so they must 
accept this axiom of democracy: No 
uncontrolled power—be it labor, busi- 
ness, or government—can be permit- 
ted to threaten the lives or security of 
our people. 

It has been a first principle of Amer- 
ican democracy since its beginning that 
every branch of the government is sub- 
ject, like every citizen, to the rule of 





law. During the past two generations 
organized capital has been placed under 
extensive public regulation for the pro- 
tection of both our social economy and 
our people. Both of these great forces 
—government and business—have in 
times past throughout the world risen 
to positions of uncontrolled power, 
which have threatened the lives and se- 
curity of thousands of citizens. Abuses 
have been stopped by aroused and out- 
raged peoples—sometimes after terri- 
ble periods of violence; usually in 
America by the orderly processes of 
government. 
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S Bese Boston police strike—as long 
ago as 1919—-was one of the most 
tragic experiences in the labor move- 
ment. But its results were momentous 
because it underscored, for all time, 
the principle that there is no right to 
strike against the government — na- 
tional, state, or local. 

We, in New Jersey, have taken the 
next step. It is this: that there is no 
right at any time to threaten or strike 
against the security, welfare, and lives 
of the people. Heat, light, power, trans- 
portation, and water are the life essen- 
tials of the people. 

We have long recognized public reg- 
ulation of the service and profits of pub- 
lic utilities. These industries are af- 
fected with a public interest requiring 
such supervision ; and the same consid- 
erations demand that the lives of our 
people be protected against any service 
interruption due to a labor dispute 
within such an industry. 

Bitterly opposed by organized labor, 
the New Jersey legislature, at its 1946 
session only recently concluded, en- 
acted, and I have approved, a bill con- 
fined to utility labor disturbances. It al- 
ready has had a major test and the 
people won. 

Without going into detail, this meas- 
ure, the first of its kind I believe in 
the country, provides for cooling-off 
periods, mediation board investiga- 
tions, and other modern machinery de- 
vised to prevent strikes. 

In other words, it requires a period 
of sixty days through which negotia- 
tions must continue. If in the final 
analysis no agreement is reached and a 
strike is called, as was the case eight 
days after the New Jersey bill became 
a law, the state has the power to take 
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over and operate the utility plants. 
Workmen in nine separate gas-produc- 
ing plants, all owned by the Public 
Service Corporation of New Jersey, 
after the required 30-day notice having 
been given previously under the Fed- 
eral Smith-Connally Act, walked out 
on April 5th last, at twelve midnight. 
The state immediately took over the 
plants, preparations having been made 
in advance, and the men returned to 
work under state control without one 
moment’s cessation of production. 

This company furnishes gas and 
electricity for 80 per cent of the citizens 
of New Jersey—3,000,000 souls. The 
state was compelled to operate the 
plants only for a few days, during 
which time the state mediation board 
and the representatives of management 
and the unions reached an agreement. 
The plants were returned to their nor- 
mal owners immediately after agree- 
ment was reached. 


4 question might well be asked, 
“Suppose the strikers refused to 
work for the state; what would have 
then happened ?” 

A very fair question. 

In New Jersey, as in every other 
state in the Union throughout the war, 
a very compact and representative home 
front force was organized known as 
civilian defense. These men and wo- 
men demonstrated their patriotism and 
loyalty on many occasions. As gov- 
ernor, I had contacted some of the lead- 
ers of this force of 300,000 Jerseymen 
with the suggestion that should the 
strikers refuse to return to work I 
would call for volunteers from civilian 
defense to protect the health and wel- 
fare of our citizens, just as during the 
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‘ The Boston Police Strike 


wall Ips Boston police strike—as long ago as 1919—was one of the 

most tragic experiences in the labor movement. But its results 

were momentous because it underscored, for all time, the principle that 

there is no right to strike against the government—national, state, or 
local.” 





war they were backing up the armed 
forces with auxiliary police, firemen, 


and many other units. I had sufficient 
favorable reaction so that I felt posi- 
tive a call of this character from the 
executive office would meet a response 
that would assure the people continu- 
ance of the service which fundamen- 
tally was theirs, the necessities of life. 
I am thankful I was not compelled to 
try out this experiment but, I repeat, 
I felt confident it would have worked. 

There has been criticism of the law 
because it provides no penalties for 
such strikes but is dependent upon the 
strength of public opinion to assure its 
enforcement. In preparing this meas- 
ure we proceeded upon the belief that 
no legislation should be designed to 
compel a man to work if he didn’t want 
to work. Any penalty imposed would 
in effect classify a striker as a law- 
breaker. I admit that this was a hard 
bunker to cross, but, as I have indi- 
cated, we determined to try out the 


measure without penalty, feeling as- 
sured that public criticism would be 
sufficiently strong, if the necessities of 
life were denied, to compel a resump- 
tion of service. 

In any event, we have come through 
the first test 100 per cent efficiently. If 
we should ever face the situation where 
men refused to work for the state pend- 
ing negotiations and the expedient of 
calling on civilian defense should be 
undertaken, the men who rallied to that 
call would not be placed in the category 
of strikebreakers. 

Instead, they could and would be 
listed by all fair-minded men as patri- 
ots refusing to permit a public menace 
or to stand by and see the health and 
lives of the citizens of a great sovereign 
state endangered. 

Indeed, in this connection, it might 
be well to point out that when work- 
men accept this type of employment, 
a quasi state responsibility, they must 
be prepared for any eventuality such as 

JULY 18, 1946 








PUBLIC UTILITIES FORTNIGHTLY 


I have attempted to illustrate and de- 
scribe. In fact I do not feel it would 
be unreasonable to employ utility 
workers under a contract through 
which they would agree not to aban- 
don work until or unless adequate sub- 
stitute workers had been found. 

I repeat, no worker is forced to en- 
ter this type of employment, but if he 
does so it should be perfectly clear that 
his right to strike is not an absolute 
right or one that by so doing would 
bring hardship upon his fellow citi- 
zens. 


A’ is well known, many states and 
municipalities operate and own 
utility plants—gas, water, electrical, and 
whatnot. It is simply a question of pol- 
icy as to state or municipal ownership 
or private ownership and operation. 
Personally, I prefer the latter. I believe 
it less wasteful and perhaps guarantees 
better service. But, I reiterate, those en- 
gaged in distributing these necessities 
of life, be they employer or employee, 
must recognize the state’s final control 
and the state’s insistence upon uninter- 
rupted service. 

It has taken many years, from 1919 
and the Boston police strike to 1946, 
when, at least in New Jersey, utility 
employers and employees recognize 
that the state is in control. These two 
milestones indicate progress in the 
right direction. 

Notwithstanding these historical 
facts, I am advised that at a labor con- 
vention in Atlantic City in mid-April 
CIO labor unions, whose members are 
government employees — Federal, 
state, county, and municipal—adopted 


a constitutional provision which, if I 
am correctly informed, is a direct chal- 
lenge to these two forward movements. 
This provision makes a distinction be- 
tween the union’s policy about strikes 
and the right to strike. The exact lan- 
guage, as I understand it, reads: 


It shall not be the policy of this or- 
ganization to engage in strikes. In treat- 
ing disputes between groups of govern- 
ment workers and units of government 
the primary method shall be legislation, 
negotiations, and education. 

But at the same time the provision 
further declares that a local union of 
government workers, after exhausting 
other methods, can strike, and provides 
the procedure for such strikes. This 
procedure, I believe, compels the local 
union to consult the national head. If, 
in a given instance, he does not ap- 


_ prove, there must be no strike. On the 


other hand, if the national head does 
approve, the local union can strike. 

I am repeating this in detail as I con- 
sider that challenge, to say the least, a 
most dangerous one. 


S° far as New Jersey is concerned, 
if it is discovered that moral per- 
suasion is not sufficient to guarantee 
the services I have enumerated, par- 
ticularly in view of this recent action on 
the part of government employees, 
then I am quite ready to prophesy that 
the New Jersey legislature will lose 
no time in providing real penalties. 

In the meantime, in this state at least, 
it has been officially and definitely rec- 
ognized that government workers are 
prohibited from taking any action that 
menaces the health and lives of their 
fellow citizens. 
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Public Utilities on the Radio 


Variety of programs presented by the industry 
throughout the country, primarily, says the author, in 
the establishment of good will, but also for sales pro- 
motion and for meeting emergency conditions; ef- 
fectiveness of various types of broadcasts. 


By MARIE FORD 


O establish a priority rating with 

the public is trail’s end for all ad- 

vertising effort. To that extent 
radio advertising is no different from 
other advertising media. However, as 
the youngest member of the advertising 
family, radio is not so well known gen- 
erally as the other media. 

And yet, in the public utility field, 
we have as an example of the success- 
ful use of broadcast advertising the 
Central Illinois Light Company. Every 
day, Monday through Saturday, since 
1935 the people of Cilcoland have heard 
its 10-minute message of good will, 
sales, and service over WMBD, Peoria, 
Illinois. The “Cilco Town Crier” com- 
bines news and information on social 
and civic events with selling copy about 
Cilco gas and electrical appliances and 
services. 

Likewise, in San Francisco, Califor- 
nia, Pacific Gas and Electric Company 
set up a long-time sponsorship of 
“Evening Concert” over KYA seven 
nights a week. 


In Siloam Springs, Arkansas, Ar- 
kansas Western Gas Company began 
sponsorship of “News for Breakfast” 
over KUOA in 1935 and through the 
years the program built up a record of 
sales and good will for Arkansas 
Western. 


Purpose of a Radio Campaign 


Fe the most part, public utilities 
have used radio primarily as a fac- 
tor in the establishment of good will, 
but sales have also been a motivating 
factor. In other cases, radio has been 
useful in meeting emergency condi- 
tions. These three situations represent 
the main functions to which public util- 
ities have made use of broadcast ad- 
vertising. 


l In St. Augustine, Florida, St. 
e Augustine Gas Company has a 
long-term contract with WFOY for 
sponsorship of the “St. Augustine 
Newsreel.”” While the firm sponsors the 
series each weekday, on a 52-week con- 

JULY 18, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


tract, commercial copy, used at the be- 
ginning and end of each quarter-hour 
broadcast, is entirely institutional in 
nature. 

In Pittsburgh, Pennsylvania, Du- 
quesne Light Company also uses the in- 
stitutional approach on its 30-minute 
weekly program, “Bernie Armstrong 
Presents.” Since 1937 this program of 
organ melodies and songs has been used 
on KDKA to remind listeners of the 
basic importance of electric power in 
the world today, with particular em- 
phasis on its importance to Pittsburgh. 


2 THAT good will and sales may go 
e hand in hand is indicated by the 
experience of Cilco. As R. S. Wallace, 
Chairman of Central Illinois Light 
Company, pointed out, “Our program 
is a very important link in our effort to 
obtain and retain the good will of the 
public.” But on the sales side, kilowatt 
hours per year, per resident customer, 
increased from about 600 in 1932 to 
1,025 in 1939. The company gives ra- 
dio its full share of credit in this record 
of increased consumption. 

In connection with Pacific Gas and 
Electric Company’s sponsorship of 
“Evening Concert,” most of the com- 
mercial copy was institutional in na- 
ture, but attention was, on occasion, 
called to electric light bulbs, lamps, 
heaters, etc., with good results. 


3 RapIo is most frequently used to 
¢ increase the use of a product or 
service, but the experience of the 
Southern Bell Telephone & Telegraph 
Company, Birmingham, Illinois, over 
WSGN shows how it may achieve 
just the opposite result. To meet an 
emergency situation, the company used 
one spot announcement asking that lis- 
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teners confine telephone calls to emer- 
gency cases. There was an immediate 
marked reduction and the overloaded 
condition of the lines was quickly elim- 
inated, according to R. E. Simmons, 
district manager. 

W. F. Stevens, advertising manager 
for the Westchester Lighting Company 
and Yonkers Electric Light & Power, 
sums up the place of radio in the pub- 
lic utilities advertising picture. “We 
realize that our local radio station is 
an adjunct to other media at a cost that 
is not prohibitive,” he says. “In using 
it, we give actual and practical recog- 
nition to an agency whose life line is 
linked with the commodity we sell, 
electricity.” 

There is one advantage in a broad- 
cast series which is shared by no other 
advertising medium. With radio there 
is a chance to establish, by means of the 
human voice as it comes from the loud- 
speaker, a personal contact with the 
consumer, which is not available with 
any other medium. 


Audience Selection 


Howe the effectiveness of any 
radio campaign is to a large de- 
gree determined by the size of the lis- 
tening audience which the advertiser 
can capture for his program. For the 
most part, public utilities seek to reach 
the mass audience, but, even here, it is 
first necessary to determine whether 
this mass audience will be primarily 
feminine or whether it will represent 
the all-family group. 

The feminine audience has been an 
extremely productive one for many ad- 
vertisers, and the Niagara Hudson 
Power Corporation found that its par- 
ticipating sponsorship of “Modern 
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Kitchen” on WGR, Buffalo, New York, 
was an effective way to reach the mass 
feminine audience. As an additional 
tie-up for this sponsor, every recipe 
used on the program was tested in the 
Niagara Hudson kitchen, and a bi- 
monthly feature of the show was a 
broadcast from the firm’s auditorium. 

On the other hand, when the Georgia 
Power Company sponsored “This is 
Your Georgia’ over WSB, Atlanta, 
Georgia, it was appealing to an all- 
family group. The same was true of 
“Builders of South Florida” which the 
Florida Power & Light Company spon- 
sored over WIOD, Miami, Florida. 

Public utility companies, for the 
most part, rely more on programs than 
they do on spot announcements. Spot 
announcements are primarily a selling 
medium, and, in most campaigns in 
this business field, good will is as im- 
portant an element as sales. Only with 
a program can the advertiser capitalize 
fully on the institutional value of a 
broadcast campaign. 

In selecting a specific program, ex- 
perience has proved that the important 
thing is to select one that (1) fits the 
advertising needs of the moment and 
(2) interests the greatest number of 
the particular listening audience that 
the advertiser wants to reach. In other 
words, a program should be selected on 
the basis of its appeal to a specific au- 
dience. In choosing such a program, a 


show tailored to fit the particular in- 
terests of a specific area for a given 
advertising need has the greatest pros- 
pect for success. 

Whether a program is slanted at the 
feminine listener or to the general au- 
dience, and whether it is institutional 
or sales in purpose, there are certain 
basic program types which have proved 
profitable. 

Basic Program Types 

ba sae has a broad, general appeal 

to all listeners, regardless of eco- 
nomic status, and it was this type of 
audience that the Northern States Pow- 
er Company set out to reach in its 
sponsorship over WEAU of “Evening 
News.” L. L. Baxter, president 
of Arkansas Western Gas Company, 
had this to say about the company’s 
sponsorship of “News for Breakfast” 
over KUOA: “We feel that this meth- 
od of advertising is very much worth- 
while and it is now considered a reg- 
ular part of our scheme of advertising.” 

About one-half of all radio time is 
devoted to music, and broadcasts of 
this kind may be adapted to fit a wide 
variety of needs. In Fort Wayne, In- 
diana, the city light company spon- 
sored “Musical Mélange” over WGL 
on a weekly schedule, and, on the other 
hand, Pacific Gas and Electric’s ““Eve- 
ning Concert” over KYA was heard 
seven nights a week. When records are 
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“For the most part, public utilities have used radio primarily 
as a factor in the establishment of good will, but sales have 
also been a motivating factor. In other cases, radio has been 
useful in meeting emergency conditions. These three situa- 
tions represent the main functions to which public utilities 
have made use of broadcast advertising.” 
75 JULY 18, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


used in connection with such broad- 
casts, a program series has the added 
advantage of being easily produced and 
relatively inexpensive. 

Public interest in quiz features has 
maintained a high level over a period 
of years. For the most part, in the pub- 
lic utilities field, such features have 
been confined largely to those appeal- 
ing to feminine listeners. The Wash- 
ington Water Power Company used 
such a program on KFPY, Spokane, 
Washington, when it sponsored a half- 
hour weekly “Reddy Kilowatt Kitchen 
Quiz” to build good will, and to in- 
crease the use of electric power and ap- 
pliances. Members of the studio audi- 
ence had a chance to participate for 
prizes when contestants failed to an- 
swer questions. Contestants repre- 
sented various women’s organizations 
and clubs. Such programs create a very 
personal relationship between the audi- 
ence and the sponsor. 


HILE there is a wide range of sub- 

ject matter in the presentation of 
dramatic programs, this type of pro- 
gramming has not been especially pop- 
ular with public utilities. If such a pro- 
gram is used, it must almost of neces- 
sity be a transcribed, syndicated pro- 
gram on records, since the cost of local 
productions of this nature is beyond 
the advertising budget of most firms. 
“The Land We Live In,” sponsored 
by the Union Electric Company, over 
KMOxX, St. Louis, Missouri, is an out- 
standing exception. This weekly half- 
hour program features a professional 
cast in dramatized narrations of the 
history of St. Louis and it is the largest 
locally produced radio show in the area. 
In Baton Rouge, Louisiana, the Gulf 
States Utilities Company selected a 
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transcribed series, “Easy Aces,” for 
broadcast over WJBO three times a 
week for fifty-two weeks. What the 
Carolina Power & Light Company se- 
lected for airing over WRAL, Raleigh, 
North Carolina, was “Boston Blackie,” 
a detective mystery, with a once-a- 
week, 52-week contract. 

Public service offerings of a local na- 
ture are particularly popular among 
public utilities and the tie-up between 
a service program for a service enter- 
prise is an excellent one. Of course, 
public service represents a wide field 
in which to operate, but one example 
comes from the old Nashville Power & 
Light Company which was a partici- 
pating sponsor on a garden feature, 
“The Old Dirt Dabber,” for six consec- 
utive years. The series was broadcast 
over WLAC as a service to local gar- 
deners and it was so successful that 
it later became a network feature. “Gar- 
den for Victory,” sponsored over 
WGST, Atlanta, Georgia, and also car- 
ried over WGAU, Athens, and 
WRGA, Rome, for the Georgia Power 
Company, is another example. 


Y Reser: example of public serv- 
ice comes from Oklahoma City, 
Oklahoma, where the Oklahoma Nat- 
ural Gas Company sponsored “Women 
Commandos” over WKY. This insti- 
tutional program carried one of the 
highest listener ratings of any local pro- 
gram aired on WKY, and it was recog- 
nized as the clearing house for informa- 
tion on all civic and patriotic activities 
of a local and regional nature. 

While most advertisers prefer to 
stick to the tested, tried-and-true pro- 
gram formulas, new and original ideas 
have contributed more than anything 
else to the tremendous growth of radio 
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Personal Contact with Consumer 


“To is one advantage in a broadcast series which is shared 

by no other advertising medium. With radio there is a chance 

to establish, by means of the human voice as it comes from the loud- 

speaker, a personal contact with the consumer, which is not available 
with any other medium.” 





as an entertainment and advertising 
medium. But whatever the program 
choice, stick with it long enough to de- 
termine whether it suits the advertis- 
ing needs of the moment as well as the 
interests of the consumer. To run a 
show a short while and then drop it is 
to destroy an investment. Keep at it 
until there is proof either that the pro- 
gram is successful or that people have 
no interest in it. 


Time Selection 


be the over-all effectiveness of a radio 
campaign, time is an important fac- 
tor, and it is an aspect of broadcast 
advertising that merits careful consid- 
eration. Let us assume that the adver- 
tiser has selected the audience to which 
he wants to direct his message. He has 
also selected a program which will in- 
terest that audience. The next step is 
to select a time at which that particular 
audience is available. 

It is obvious that if a public utility 
company seeks the ear of the feminine 


audience, morning or afternoon time is 
indicated. For example, the Philadel- 
phia Electric Company, in its sponsor- 
ship of Zella Drake Harper over 
WIBG, Philadelphia, Pennsylvania, on 
a participating basis, got the ear of the 
housewife at 9 Am. On the other hand, 
evening time is indicated for the com- 
pany who wants to reach the all-family 
audience. 

For example, the El Paso Elec- 
tric Company, when it sponsored “Im- 
perial Leader” over KROD, El Paso, 
Texas, presented its radio offering at 
7 PM on a twice-a-week schedule. 

In the determination of the chances 
for success of a given program, the 
sponsor must also take into considera- 
tion the popularity and appeal of adja- 
cent and competing programs. If pro- 
grams which precede and follow are 
popula:, it simplifies the problem of 
building audiences for the program be- 
tween them. By the same token, a con- 
sideration of programs aired on other 
stations is also profitable. For example, 
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if the program in question differs in 
content from its competition, it stands 
a greater chance of building an audi- 
ence since it appeals to a different au- 
dience from the already established 
programs. 


Station Selection 


Seeger of the right station is 
largely a matter of determining 
whom the public utilities want to reach. 
Here, it’s a matter of deciding the loca- 
tion and the nature of the customers, 
and then selecting the station that will 
reach those customers. In the last 
analysis, the actual station selection 
should be based on which station does 
the most economical job of covering 
the area the advertiser wants to reach. 

With this as the standard, the city 
light company, Fort Wayne, Indiana, 
used the 250-watt station, WGL. El 
Paso Electric used the 1,000-watt sta- 
tion, KROD. In San Francisco, Pa- 
cific Gas and Electric used the 5,000- 
watt outlet, KYA. For its “Treasure 
Trails of Melody,” the Public Service 
Company of Colorado used the 50,000- 
watt station, KOA, Denver, Colorado. 

Each of these stations performed a 
service for the advertiser in that, re- 
gardless of power and coverage area, 
each reached a specific audience with 
whom the public utility company 
wanted to make contact. 

In general, the coverage of the 
50,000-watt station exceeds that of the 
5,000-watt outlet, and that of the 5,000- 
watt station is greater than that of the 
250-watt station. For this reason, time 
costs may vary tremendously, with the 
50,000-watt station able to demand a 
top price for the chance to reach a more 
widespread audience. Both coverage 
and time costs must be considered. 
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Broadcast Frequency 


HE nature of a program is only 

one factor in the development of 
a successful broadcast campaign. Fre- 
quency with which an advertiser’s mes- 
sage is heard is another important ele- 
ment. 

While the amount of money avail- 
able for a campaign is a factor in deter- 
mining the frequency of a broadcast 
campaign, the public utility company 
cannot overlook (1) the impact the ad- 
vertiser wants to make on his audience; 
(2) the specific purpose behind the 
campaign; and (3) the nature of the 
program itself. 

In some campaigns, the primary ob- 
ject is to reach some limited number of 
listeners day after day. For example, 
the Pacific Gas and Electric’s “Evening 
Concert” of classical music would ap- 
peal to a limited audience, but it would 
reach this audience regularly seven 
times a week. 


ie other campaigns, the purpose is to 
reach as many families as possible 
as frequently as possible. It was this 
objective that influenced the St. Au- 
gustine (Florida) Gas Company to 
sponsor the “St. Augustine Newsreel” 
over WFOY, six times a week on a 
long-term contract. 

While a daily schedule creates the 
maximum impression on the listening 
audience, the purpose behind a cam- 
paign to some extent determines the 
frequency of a broadcast campaign. 
Sales are one thing, and selling is pretty 
much a day-in-day-out proposition. An 
institutional campaign is something else 
again, and most campaigns of this na- 
ture for public utilities companies are 
on a weekly, night-time schedule. 
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P ROGRAMS aired every day must have 
a relatively simple format, and there 
must be sufficient available material to 
maintain a consistent level of perform- 
ance. A case in point is the combination 
of piano and songs, featuring Jack 
Wells, which the Consumer’s Public 
Power Project sponsored six times a 
week over KFAB, Omaha, Nebraska, 
at 12:15 pm. Since both musical pro- 
grams and newscasts can continue in- 
definitely and since both reach a large, 
diversified audience, advertisers on a 
daily schedule place heavy reliance 
upon such offerings. 

Just as surely, other programs call 
for a less frequent schedule. For ex- 
ample, the City of Duluth ( Minnesota) 
Water & Light Department sponsored 
a weekly “Bond Spiel” over WEBC on 
a weekly schedule as a wartime series. 
It was effective as an institutional ges- 
ture on a weekly schedule, and raised 
$277,000 in War Bond pledges in six 
months, but its effectiveness would 
have decreased if the program had been 
aired more frequently. 


Program Length 


preg: preference, time availabil- 
ity, program content, and the na- 
ture of the commercial message are de- 
termining factors in the length of a pro- 
gram. Program content is particularly 
important. For example, the public has 
become accustomed to its news pro- 
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grams in 15-minute intervals, and Ar- 
kansas Western Gas Company fol- 
lowed this pattern in its “News for 
Breakfast” series over KUOA. On the 
other hand, Union Electric’s series on 
KMOX, “The Land We Live In,” just 
as surely calls for thirty minutes to al- 
low for adequate development of the 
historical dramatizations. | 

The advertiser’s commercial mes- 
sage must also be considered. In the 
interests of better programming, the 
number of commercial messages which 
can be given on any program is lim- 
ited to the amount of time purchased 
by the sponsor, with greater time al- 
lowance on the commercial during the 
day than can be used in the same time 
interval at night. Obviously, enough 
time must be purchased to allow for 
the full impact of the commercial mes- 
sage upon the listening audience. 


What About Commercials? 


ene listeners want programs to be 
interesting. Sponsors want them 
to be profitable. It takes experience, 
study, and skill to achieve a balance 
between two points of view. 

While commercials may be designed 
to serve a variety of functions, with the 
institutional, sales, and special events 
approaches the three main categories, 
public utility companies, for the most 
part, hue to the institutional line. 

For example, San Antonio Public 


e 


“THE nature of a [radio] program to a large extent deter- 
q mines the actual form of the commercial and WHAT ts said ts 
far more important than how much time is consumed in the 
saying of it. If the advertiser consistently drives home his 
main sales points, long-winded sales messages aren’t neces- 


a”) 


sary. 
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Service commercials on its historical 
dramatization, “That Year,” compared 
various utility services between now 
and then. El Paso Electric confined its 
commercials on the KROD series to 
statements of company policy as af- 
fected by wartime restrictions, and it 
carried on an educational campaign 
i.e., to educate people to replace blown 
fuses in order to avoid unnecessary 
service calls. Support was also given to 
the purchase of War Bonds and Stamps 
on this wartime feature. 

Thought behind Public Service Com- 
pany of Colorado commercials on its 
KOA series: “Electricity may be like 
the genie from Aladdin’s lamp, and yet 
it takes men, material, and experience 
to bring it to you. So in these war times, 
use what you need, but do not waste it.” 


yg Pittsburgh, Pennsylvania, Du- 
quesne Light Company carried the 
wartime angle even further. It launched 
a campaign to salvage broken, old elec- 
tric appliances which it bought with 
War Stamps. The appliances were then 
repaired and directed to the homes of 
war workers. 

However, sales may also be combined 
with the institutional approach. In Pe- 
oria, Illinois, Central Illinois Light 
used its radio series primarily for its 
good-will value, but, on occasion, com- 
mercials pushed seasonal appliances, 
products, and services, as. well as 
“Better Light, Better Sight” cam- 
paigns. On its “Blue Flame” series over 
WEBC, the City of Duluth (Minne- 
sota) Water & Light Department kept 
listeners to this homemakers’ series 
posted on new products and conveni- 
ences utilizing gas, with tips on how to 
get optimum results from appliances. 
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The nature of a program to a large 
extent determines the actual form of 
the commercial and what is said is far 
more important than how much time is 
consumed in the saying of it. If the ad- 
vertiser consistently drives home his 
main sales points, long-winded sales 
messages aren’t necessary. 


Program Promotion 


| eg made to acquaint customers 
with the existence of a radio pro- 
gram, its characteristics, time, and sta- 
tion, fall into the category of promo- 
tion, and advertising and advertising 
effort are often as important as the ad- 
vertising content itself. What an adver- 
tiser really buys is the possibility of 
developing a radio audience, and pro- 
motion for a radio series has much to 
recommend it. 

A program will be broadcast over 
the same station at the same time over 
a period of weeks or years. This gives 
the sponsor a chance to present his 
advertising to a group of listeners time 
and time again. This factor, alone, jus- 
tifies efforts to add new listeners. 

On the theory that what was worth 
buying was worth promoting, Union 
Electric went all out for its series, 
“The Land We Live In.” Promotion 
included 500 dash cards on streetcars ; 
1,000 counter cards ; newspaper adver- 
tisements; spot announcements on 
KMOX; 25,000 engraved invitations 
to listen to the first broadcast; Union 
Electric window displays ; 75 24-sheet 
posters and dealer letters. All that, if 
you please, for a simon-pure institu- 
tional offering which included only one 
commercial at the end of the broadcast, 
and even that commercial is dropped 
if the content is of a religous nature. 
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Continuity of Effort 


“ager advertisers have to be shown the importance of con- 

tinuity of effort in a broadcast campaign, yet these same ad- 

vertisers would never think of hiring a salesman on a 13-week basis. 

Since radio ts a form of selling, it should be treated accordingly. Radio 

deals with an audience potential rather than with definite circulation 

patterns, and it isn’t by accident that its greatest successes are on the 
air week in, week out, year after year.” 





This one campaign illustrates the fact 
that direct mail, newspapers and maga- 
zines, and point-of-sale displays may 
all play a part in promotion for a radio 
series. 

Merchandising Activities 

 pexeary promotion is promotion de- 

signed primarily to increase the 
tune-in for a specific radio campaign. 
Merchandising is also an important 
part of successful broadcast activities. 
While the two sometimes overlap, 
merchandising may be said to be di- 
rected mainly toward the product, 
sponsor, or service offered. 

Some programs are designed with 
their merchandising values uppermost 
in mind, and, in such cases, the mer- 
chandising effort is continuous. On the 
other hand, merchandising may also be 
spasmodic and quite incidental to the 
broadcast effort. In such cases, mer- 
chandising effort is usually used to 


stimulate regular listeners and to at- 
tract new ones to an already established 
radio offering. : 
As an example of merchandising 
which is an integral part of the pro- 
gram format, the Washington Water 
Power Company may be cited in con- 
nection with its sponsorship of the 
“Reddy Kilowatt Kitchen Quiz” on 
KFPY, Spokane, Washington. This 
half-hour weekly program features quiz 
contests between groups of women and 
prizes were awarded both to contest- 
ants and to listeners who contributed 
usable ideas. Prizes consisted of elec- 
trical appliances and of money, and, in 
the case of cash awards, the money was 
usually donated to club activities. 


Ws the Birmingham Electric 
Company, Birmingham, Ala- 
bama, took on participating sponsor- 
ship of the WAPI “Model Kitchen,” it 
also developed a form of merchandis- 
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ing. Each month the company sent out 
with its 65,000 bills a booklet which 
told the story of the company and its 
sponsorship of the radio series. 

When Pacific Gas and Electric Com- 
pany offered its ‘““Evening Concert” lis- 
teners a monthly program bulletin, 
12,000 copies were distributed within 
twelve days after the offer was first 
made. 

Programs not designed to do a per- 
sistently spectacular merchandising job 
may also lend themselves to merchan- 
dising effort. For example, over a pe- 
riod of years, the Central Illinois Light 
Company used its “Town Crier” series 
as an institutional offering, but as stim- 
ulants to listeners, and as a program 
pep pill, it incorporated various mer- 
chandising ideas from time to time. For 
example, it conducted a contest for the 
oldest gas and light bill. Radio was the 
sole medium of telling the public about 
the contest, and it pulled 829 entries. 

For a period of time, it conducted a 
hidden appliance contest. Commercials 
were presented in the form of skits, and 
listeners were asked to list all gas and 
electrical appliances mentioned in the 
dramatizations. 


a form of merchandising 
was food pamphlets made availa- 
ble on request, and results were very 
gratifying. 

In almost all merchandising effort 
the listener gets something, either for 
nothing, or for a small charge. In other 
words, the advertiser gives the listener 
an inducement to respond to his direct 
appeal. Since listeners seem to get as 
much fun out of a program involving 
a small award as they do out of a pro- 
gram where the stakes are large, awards 
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need not be big to attract listeners or 
participants. 

It is quite true that merchandising 
effort may be carried too far, and in 
such cases it builds neither good will 
nor loyal audiences, The basic ingredi- 
ent of the successful, economical pro- 
gram is good entertainment, and the 
finer the program, the better are its 
chances of continued audiences. How- 
ever, this does not invalidate the use of 
merchandising effort properly applied, 
to stimulate sales, create good will, and 
to tie in with local conditions, seasonal 
variations, sectional habits, and prefer- 
ences. It is a form of showmanship 
which offers added value and buying in- 
ducement to the customer. 


Essential Factors for Success 


N” all broadcast campaigns suc- 
ceed. They don’t in any media. 
Where they don’t, it is usually a safe 
assumption that some one step in the 
over-all strategy has been overlooked. 

But right off the bat, the public util- 
ity company starts with one factor in 
its favor. Radio is of primary value to 
the advertiser whose customers are 
drawn from all sections of the commu- 
nity. The size of the community for 
the size of the business is not in itself 
too great a success factor. Either of 
these factors may determine the 
amount of the advertising appropria- 
tion, but relative impact seems to be 
more important than the number of dol- 
lars spent. Marked success with the 
broadcast medium increases with the 
relative amount of the total budget 
spent in radio. 

Many advertisers have to be shown 
the importance of continuity of effort 
in a broadcast campaign, yet these same 

















advertisers would never think of hiring 
a salesman on a 13-week basis. Since 
radio is a form of selling, it should be 
treated accordingly. Radio deals with 
an audience potential rather than with 
definite circulation patterns, and it isn’t 
by accident that its greatest successes 
are on the air week in, week out, year 
after year. 


W ESTCHESTER LIGHTING CoM- 
PANY and Yonkers Electric 
Light & Power Company provide a 
case in point. The firms used radio on 
an experimental basis in 1939 and the 
program has today become an integral 
part of their advertising activities. The 
advertising manager, W. F. Stevens, 
sums up the firms’ attitude toward 
radio: “The local radio station, like the 
local newspaper, can render a flexibility 
of service, with strictly local coverage, 
appeal, and color.” 

Duquesne Light Company, Pitts- 
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burgh, Pennsylvania, first went on the 
air in 1937 and it is still continuing with 
the same program. 

Co6rdination of all advertising ef- 
fort is a vital factor in the success of 
any given campaign. Its the same old 
story of a bundle of sticks ; tie them all 
together and the sales message gets that 
much greater penetration. 


ghee nature of a program alone does 
not account for the success of 
broadcast advertising. It’s equally im- 
portant to get on a schedule and to stick 
to it. 

There is, of course, no sure-fire plan 
of success. It is possible to break all 
the rules and come out with an effective 
campaign. The prime ingredients are 
cooperation, imagination, and patience. 
That this formula works is evidenced 
by the many case histories of adver- 
tisers for whom radio has produced re- 
sults. 








Utility Strike Technique 





DDRESSING the first convention of the recently organized 
Utility Workers Union of America (CIO), Herman E. 
Cooper, union official, commented upon the growing trend of 
public disapproval of strikes in vital industries. This sentiment, 
he suggested, might make it necessary for organized workers in 
the public utility field to resort to new techniques “in dealing 
with management.” An effective departure from accepted strike 
procedure, he added, would be the calling out on strike of or- 
ganized clerical workers, rather than operating personnel. Thus 
only business, billing, and meter-reading operations would be 
tied up, keeping the actual supply of gas and electric power 


uninterrupted, 
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Planning for the Near-future 


Electric Power System 
PaRT II 


Problems of transmission, lighting, switch gear, inter- 

connections, and service restoration, DC transmission, 

together with problems of generation, standardization 

voltage, station auxiliaries, atomic energy, and other 

sources of power, communications for power systems, 
and research. 


By M. M. SAMUELS* 


cle the subjects of planning and 
distribution were considered. We 
now come to transmission. 

There are quite a few textbooks on 
transmission line design, but the com- 
petent transmission engineer only sel- 
dom consults them. While it may be 
possible, it is not advisable to design 
a transmission line from a book. Nine- 
ty per cent of the problem is not in the 
book. What the transmission engineer 
does today may be in the book ten 
years from now. It is tragi-comical to 


T the previous section of this arti- 


*Chief, technical standards division, Rural 
Electrification Administration; author : “Pow- 
er Unleashed.” 
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witness an engineer who was retained 
by a client or an employer to design a 
transmission line, searching handbooks 
or textbooks for something to copy. 
Such waste of time is sometimes even 
given the respectable name of research. 
Transmission engineering is big-time 
engineering. It involves a thorough 
knowledge of all branches of electrical 
engineering and even of communica- 
tion engineering, the ability to visualize 
the simultaneous functioning of all 
parts of a power system including the 
diversified loads, a broad and practical 
vision into the future, a broad concep- 
tion of all phases of power economy, 
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of the relative values of various de- 
grees of service reliability, a familiar- 
ity with the functioning of prime 
movers and auxiliaries, generators, ex- 
citers, relays, and breakers, but, most of 
all, the courage and competence to in- 
sist on continuous improvement of ex- 
isting equipment and development of 
new equipment. None of this can be 
found in any textbook or handbook. 


HE basic formulas for computing 

the various features readily can be 
found, but this is the smallest part of 
the transmission problem, and, even 
though it is considered high-brow, it 
generally does not involve any higher 
mathematics than ordinary algebra. 
But it is remarkable that so many en- 
gineers devote all their efforts to this 
feature. Only seldom is there any is- 
sue of any magazine which does not 
contain some new formula or new 
graphic method which is generally 
nothing more than just another one, 
neither better nor worse than all pre- 
vious ones. Furthermore, it will never 
do to design a line, build it, and then 
forget about it. The design of a trans- 
mission line is really never finished. It 
must continue throughout its life. 

It is obvious that nothing more need 
be said about transmission engineering. 
It is important to emphasize that own- 
ers and managers of power systems 
should secure the services of compe- 
tent engineers and then trust them and 
leave them alone. But it is also impor- 
tant to realize that there are very few 
such engineers, and that these are en- 
titled to competent remunerations. 

It is also important to emphasize 
that the term engineer in this section 
does not mean one individual. It means 
a competent staff of specialists. 


HE problem of fuel transmission 

versus electric transmission cannot 
be discussed in general ; each case must 
be studied on its own merits. And it is 
not a mere question of economy; it is 
also a very important question of rela- 
tive reliability of service. A complete 
discussion can be found in Chapter IX 
of “Power Unleashed,” by this writer, 
and there is nothing materially 
new to add to that discussion. It may 
be expected that large, metropolitan 
power systems will continue to depend 
primarily on local generation but will 
have interconnection even if it be only 
for assisting outside systems, so that a 
transmission problem exists even for 
large metropolitan power systems. 
Their problem is specific; it is princi- 
pally a problem of rights of way, gate- 
ways, and terminals. Each problem has 
to be tackled in its own way. 

The lightning problem on high-volt- 
age transmission is easier than on dis- 
tribution lines and becomes easier as 
the line voltage increases, because very 
high-voltage lines are insulated for 
reasonably low-voltage lightning. The 
results of an interruption of service on 
an important transmission line are so 
enormous that no amount of research 
could be considered extravagant. A 
great deal more remains to be done. 
The armed forces acquired a great 
amount of experience during the war 
on the characteristics of cloud charges. 
No doubt this experience will soon be 
made available to power systems. If 
this is superimposed on research re- 
lating to the soil, further great im- 
provements in lightning protection 
may be anticipated. 

The higher the voltage the greater 
the switch-gear problem. There are 
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many problems besides the mere pro- 
portional increase in the size of switch 
gear. The question of whether to make 
the transformer a continuation of the 
generator and switch only on the high- 
voltage side, or to make the trans form- 
er a part of the line and switch only 
on the low-voltage side, is an intricate 
one beyond the mere economy of 
switch-gear cost and can only be deter- 
mined in each case. But it should be 
possible in each case to design the sys- 
tem so that switching on both sides is 
unnecessary. 

The higher the voltage the more im- 
portant it becomes to study each switch, 
each insulator, each supporting mem- 
ber, and each other part to make sure 
that it is a necessary, integral part of 
the system. If it is not a necessary part, 
it becomes a mere potential source of 
trouble and should be eliminated. Like- 
wise, every unnecessary twist and turn 
should be eliminated. Painstaking at- 
tention to all such details is called for. 
There is no justification for any at- 
tempt to try to save engineering cost, 
drafting cost, or survey costs. In the 
case of high-voltage transmission sub- 
stations, many a complicated design is 
brought about by the efforts of the steel 
designer to try to save a few pounds 
of steel, not realizing that the cost of 
the steel in a high-voltage substation is 
practically negligible when compared 


ed 


with the cost of the equipment. The 
best electrical design should be estab- 
lished, and the steel should be made to 
fit this design and never vice versa. 


HE problem of interconnection is 

no longer a mere question of di- 
versity economy or reserve economy. 
It is even more so one of service relia- 
bility. Few papers have been published 
on the problem of service restoration. 
Those that have been published are of 
comparatively recent origin, and indi- 
cate that the problem is of great mag- 
nitude. The fact is that a little dirt in 
one relay, the failure of one breaker 
in one substation, a rat in a bus com- 
partment, and similar apparently mi- 
nor troubles may put a whole inter- 
connected system out of business, re- 
quiring hours or even days for com- 
plete restoration. But this is primarily 
an operating problem. Whether the 
system is operating nurmally intercon- 
nected, or the interconnection is there 
to be used by the dispatcher when 
needed, will generally have very little 
influence on the planning of the inter- 
connection. It will be principally a prob- 
lem of relaying. 

Some progressive power systems 
with an optimistic view of the future 
have realized the importance of open- 
ing wide the highways and gateways 
of power and are even now in the proc- 


would mean that it could deliver to customers a maximum of 


q “A TRANSMISSION line should be rated in kilowatt miles. It 


a given number of kilowatts a given distance all the time, un- 
der specified conditions. Or it could be rated in kilowatt- 
hour miles, which would mean that the line was designed to 
deliver to customers a given number of kilowatt hours a 
given distance in one year, under specified conditions.” 


JULY 18, 1946 


86 





.o at oe ot ee eo oe eet melee ee a eS 


PLANNING FOR THE NEAR-FUTURE ELECTRIC POWER SYSTEM 


ess of planning dependable, heavy-duty, 
backbone transmission lines across the 
system so that no matter where or how 
the load may grow, the system will be 
able to render reliable service. This 
planning calls for courage and compe- 
tence. It will make possible the elimina- 
tion of multitudinous lines of interme- 
diate voltages and perhaps dubious re- 
liability. How high the voltage of the 
backbone line should be, in each case, 
has to be determined individually. 
No one is a prophet, and a great 
amount of responsibility is in- 
volved in making the assumptions and 
recommending the investments. But 
there never was, and there never will 
be, any other way of planning a large 
power system ahead. Those who take 
the responsibility are the power pio- 
neers, and they deserve the respect and 
encouragement of everyone. Each pow- 
er system, if it is to retain its place 
for a reasonable future, should have the 
courage to plan and provide such a 
backbone for itself. 


. a problem of supplying reason- 
ably low loads from reasonably 


high-voltage lines has become promi- 
nent of late. There is the unpleasant 
choice between prohibitively expensive 
switch gear in each case or no switch 
gear at all, which is almost the same 
as between the devil and the deep blue 
sea. A so-called “isolator,” just being 
put on the market for long, radial dis- 
tribution circuits, may possibly be de- 
veloped to solve the problem for some 
cases of radial, high-voltage lines. It 
calls for an automatic reclosing break- 
er at the sending end of the line and 
an isolator at each load. The isolator 
has practically no rupturing capacity, 
because it is not intended to open un- 


der short circuit. When a short occurs 
on the individual load, the isolator sets 
for opening, but does not open. The 
reclosing breaker at the end of the line 
opens. If, after reclosing, the short has 
disappeared, and the reclosing breaker 
remains closed, the isolator resets it- 
self. If, however, the reclosing break- 
er opens again, the isolator drops out 
while the circuit is dead and discon- 
nects the individual load permanently, 
so that when the reclosing breaker 
again closes, it will remain closed. 

pc transmission is still being 
frowned upon by American engineers. 
But the Germans had an extensive Dc 
line completed just before the war, 
and the Germans were not in the habit 
of throwing away money. The Scandi- 
navians are certainly recognized as 
thrifty and level-headed people. The 
New York Times of February 6, 1946, 
reports a recent conference at Troll- 
haetten near Goteborg where Swed- 
ish, Norwegian, and Danish engineers 
discussed the electrification of all Scan- 
dinavia from Swedish and Norwegian 
waterfalls, to send energy from Nor- 
way to Denmark by means of pc sub- 
marine cables across the Kattegat. The 
Germans had a plan, back in 1937 or 
so, for a Dc line from Norway, all the 
way to Westphalia, using 1,000,000- 
volt pc cables to cross the Kattegat. In 
view of this, American engineers 
should begin to study high-voltage pc 
in more serious manner than they have 
in the past. 


M*** executives may be surprised 
to find that the engineers have 
not yet established any commercial 
definition for transmission lines as in, 
for instance, the ton-mile in railroad- 
ing. The present method of rating a 
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Design of Powerhouse 


elt &: design of a powerhouse calls for the greatest amount of co- 
Operation between electrical, mechanical, and structural engi- 
neers and numerous specialists in each branch. No one man can design a 
powerhouse. Manufacturers’ engineers have all they can do, on one hand, 
to keep the powerhouse designers informed of the rapid progress con- 
tinually made in equipment design, and, on the other hand, to keep the 
factory engineers informed of the ever-changing demands for new 
equipment or improvements in existing equipment.” 





transmission line in volts means very 
little more than would be the ratings 
of an engine in degrees temperature. 
A transmission line should be rated in 
kilowatt miles. It would mean that it 
could deliver to customers a maximum 
of a given number of kilowatts a given 
distance all the time, under specified 
conditions. Or it could be rated in kilo- 
watt-hour miles, which would mean 
that the line was designed to deliver 
to customers a given number of kilo- 
watt hours a given distance in one 
year, under specified conditions. If the 
annual report then showed that the line 
delivered only 10 per cent or 20 per 
cent of its rating, the executive would 
be able to base an opinion on whether it 
was good or poor business. 


Generation 


N generation, particularly, there 
should be no effort to save money 
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on engineering. The more detail at- 
tention is paid to the design of the 
powerhouse, the better the powerhouse. 
It is a healthy sign that manufacturers 
of equipment are beginning to dislike 
the idea of rendering too much free 
engineering service on powerhouse de- 
sign. If all manufacturers would get 
together and refuse to do anything for 
nothing, the result would be better 
powerhouses. The amount of work in- 
volved in the design of all the details 
of a modern powerhouse is enormous, 
and anyone who expects to get all this 
done for nothing will not have a pow- 
erhouse but a rat maze or a flea circus. 
The design of a powerhouse calls for 
the greatest amount of codperation be- 
tween electrical, mechanical, and struc- 
tural engineers and numerous special- 
ists in each branch. No one man can 
design a powerhouse. Manufacturers’ 
engineers have all they can do, on one 
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hand, to keep the powerhouse designers 
informed of the rapid progress con- 
tinually made in equipment design, 
and, on the other hand, to keep the fac- 
tory engineers informed of the ever- 
changing demands for new equipment 
or improvements in existing equip- 
ment, 

The powerhouse designer must not 
consider a powerhouse as an isolated 
unit; he must consider it an integral 
part of a system, must have a vision of 
the whole system and even adjoining 
system, the load diversity, even the 
temperament of important customers, 
and he must have some vision of the 
future. With the ever-increasing cost 
of labor, very little planning can be 
left to the field. Everything must be 
on the drawing. 


HE only item which lends itself 

to standardization is the basic dia- 
gram. As in the case of distribution, 
so in a powerhouse, every effort should 
be made to make all the circuits dia- 
grammatically alike, from the outgoing 
high-voltage line to the motor for coal 
handling. This is definitely possible in 
each case. A great amount of work has 
been done in the effort to standardize 
steam pressures and temperatures. But 
experience shows that the designer of 
very large plants cannot permit him- 
self to be bound by such standards. 
Standardization is advisable for items 
which lend themselves to quantity pro- 
duction. But large generating units will 
probably always have to be tailor-made. 
The investment involved in a large unit 
with boilers and auxiliaries, frequently 
several million dollars, deserves tailor- 
made treatment and does not permit 
the engineer to be handicapped by some 
standard which was several years in 


the making, during which period the 
whole art may have changed. Unit de- 
sign is not standardization ; on the con- 
trary, it makes every new unit inde- 
pendent of existing standards. With 
no existing steam header in the boiler 
house or turbine room, and no existing 
low-voltage bus, it is possible with each 
new unit to take advantage of all latest 
developments. This applies equally 
well to smaller generating units. While 
generally it is advisable to standardize 
equipment but not engineering, in the 
case of large generating units there 
would seem to be no benefit even in 
standardizing equipment. This applies 
not only to main equipment but also 
to auxiliary, control, and regulating 
equipment. Here is a field in which the 
competent engineer should be abso- 
lutely free to introduce new ideas. 


HERE was a time when manufac- 
turers proclaimed that it was im- 
possible to build a generator of a high- 
er voltage than 2,300 volts, due to the 
difficulty of slot insulation, and now 
we hear that it is impossible to build 
generators of a higher voltage than 
13,200 volts, perhaps generously con- 
ceding 22,000 volts, again due to the 
difficulty of slot insulation. Thirty- 
three thousand-volt generators have 
been operating satisfactorily in Europe 
for many years, so there seems to be 
no reason why America should not be 
able to build generators for 66 kilo- 
volts, 110 kilovolts, or even 220 kilo- 
volts, thus eliminating the enormous 
complexity of intermediate switching. 
Two arguments are frequently pre- 
sented for the need of transformation : 
first, that the transformer is needed for 
increasing the circuit reactance and 
thus reduce the short-circuit current, 
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and, second, that the transformer is 
needed as a lightning protector for the 
generator. There is no need of any dis- 
cussion of these two arguments. The 
system design engineer who knows 
something about lightning and switch- 
ing problems will only smile. 


epee seems to be a general real- 
ization that the design of the sta- 
tion auxiliary system calls for more 
detailed study than the design of the 
main system, as is evidenced by some 
very competent recent papers. But as 
an indication that the importance of 
keeping some auxiliaries going under 
all circumstances is not yet fully real- 
ized, mention may be made of the fact 
that one of the recent papers on sta- 
tion auxiliaries refers to synchronous 
motors for condensate pumps. On the 
whole, across the line motors are now 
generally used for station auxiliaries. 
But the grouping of the circuits and 
the power supply arrangement still 
seem to be clumsy in many important 
stations and contain many bottlenecks. 

One important and simple considera- 
tion, if followed logically in each case, 
will simplify the problem : It is the fact 
that, as far as the main operator is con- 
cerned, the auxiliaries are his most im- 
portant customer. From the viewpoint 
of the main operator, it is his job to 
furnish the most reliable service to 


e 


q 


this customer. If a group of motors in 
the pump pit or in the boiler house is 
considered a customer, all that is nec- 
essary to do from the over-all stand- 
point of station design is to supply at 
least two sources of power, in the most 
reliable manner imaginable, to a cen- 
tral point near that group of motors, 
and to establish a substation of the 
most reliable type right there. The dis- 
tribution from this substation to the 
individual motors becomes a local dis- 
tribution problem, an individual prob- 
lem to be solved by itself. 

Thus the great complex problem of 
power supply to all the auxiliaries 
in a plant resolves itself into a num- 
ber of small, individual problems, each 
not very difficult to solve. Each sub- 
station should, of course, be of ample 
design and provide ample room for ex- 
tension, so that when a motor is added 
it is not necessary to study it from the 
broad viewpoint of the whole station 
design. It becomes a minor local. prob- 
lem. Of course, a great amount of skill 
and vision is needed to establish the 
logical location of such substations, 
but this is understood. Thus, one of 
the most important problems in pow- 
erhouse design becomes a primary dis- 
tribution problem, not much different 
than an important industrial plant. 
Unit design offers no specific problems 
in this respect. 


“It is necessary to clear the atomic energy cloud before a ra- 
tional discussion of planning the near-future power system 
can be undertaken. The consensus among power engineers 


and scientists seems to be: If and when atomic energy will be 
used for power generation, it will very likely first be used as 
a source of heat in the boiler house. Generation, transmis- 
sion, distribution, and use of electric service may be expected 
to remain undisturbed for along time.” 
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Hydro plants are not mentioned 
above because, from the viewpoint of 
system planning, the steam plant is 
much more complex. Anything apply- 
ing to steam plant design will apply 
to a lesser extent to hydro plants. 


| i an optimistic view of the future 
uses of power serves as a founda- 
tion for planning the power systems, a 
great deal of thought will be given to 
the possibility of an alternative new 
powerhouse every time an important 
extension to an existing plant is con- 
sidered. In some cases the unit design 
idea will solve this problem automat- 
ically, because unit design permits an 
extension which is practically a new 
powerhouse without the need of at- 
tempting to fit up-to-date equipment 
into obsolete surroundings. 

It is estimated that in the near fu- 
ture the country will need fuel for driv- 
ing several billion horsepower in the 
transportation field, in addition to the 
fuel required for heating and manu- 
facturing. One hundred million or two 
hundred million kilowatts in generat- 
ing capacity in powerhouses will be a 
minor part of the larger problem of 
fuel supply. Considering further the 
fact that the cost of generation is only 
a small part of the total cost of a kilo- 
watt hour delivered for use, perhaps 
not more than the cost of losses, it is 
evident that the power system planner 
need not as yet worry too much about 
the basic source of energy. 


MERE statement that the idea of 
using atomic energy for electric 
power is crazy will not serve the pur- 
pose. All new ideas in history were first 
called crazy. It is necessary to clear the 
atomic energy cloud before a rational 
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discussion of planning the near-future 
power system can be undertaken. The 
consensus among power engineers and 
scientists seems to be: If and when 
atomic energy will be used for power 
generation, it will very likely first be 
used as a source of heat in the boiler 
house. Generation, transmission, dis- 
tribution, and use of electric service 
may be expected to remain undisturbed 
for a long time. It is known that the 
atomic energy of one pound of any- 
thing is 11,400,000,000 kilowatt hours. 
It is not to be hoped that it will ever 
be possible to get all this energy in the 
form of useful heat in a boiler house. 
Assuming that only one-thousandth of 
this energy will be used, it would be 
possible to get 11,400,000 kilowatt 
hours from a pound of coal, or 22,- 
800,000,000 from a short ton of coal. 
Assuming that the electric power con- 
sumption of the country will soon 
reach 300,000,000,000 kilowatt hours 
per year, this energy could then be se- 
cured from about 13 tons of coal. It is 
known of course that at present the cost 
of so producing the energy would be ex- 
cessive, but it is not known what that 
cost would be nor how excessive it 
would be. Until this is known, an in- 
telligent discussion of the subject is 
not possible. Research should begin at 
once to establish what that cost would 
be under present conditions for an as- 
sumed practical case or a range of such 
cases. It would then be possible to es- 
tablish to what extent this cost would 
have to be reduced to make the propo- 
sition economical. It would also be pos- 
sible to establish how much the price of 
fuel would have to increase to make 
atomic energy economical. 
There are many items in the 
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Maintenance Cost of Radio Communication 


“a problems still remain to be solved in the field of radio and 

carrier as applied to power systems. There is a mistaken idea 

among many operating men that radio is a cheap means of communica- 

tion. Those who have operated radio systems know that maintenance 

cost is quite high. In one city, for instance, the payroll for maintaining 

the police radio is reported to be $65,000 a year, and this amount is not 
considered sufficient.” 





history of industry where cost ap- 
peared too high at first but was re- 
duced in a short time to within eco- 
nomic practicability. It is only neces- 
sary to mention aluminum and mag- 
nesium. Frequently, the very knowl- 
edge of what the cost should be to make 
an item generally usable, stimulates re- 
search which results in the necessary 
cost reduction. There is a possibility 
of applying atomic energy to make the 
problem of extracting the combustible 
part of coal in the mine economical 
and to ship it to the powerhouse in a 
pipe line as oil or gas without shipping 
the ashes. Research along this line 
should and will be carried on. There is 
also a possibility of direct conversion 
of coal energy into electric energy. If 
and when this becomes possible, it will 
be in the laboratory stage for a long 
time. Here, too, research should and 
will continue. 

There is a great amount of talk that 
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when the electronic and radar engi- 
neers from the armed services enter the 
power systems, they will use a vacuum 
tube to revolutionize the power system. 
An analysis will easily establish that 
the vacuum tube will be a great auxil- 
iary for regulation and control, but it 
will not be revolutionary. 


Communication for Power Systems 


a attention will have to be 
paid in the future to the engi- 
neering of means of communication 
required by power systems for dis- 
patching, maintenance, service resto- 
ration, telemetering, and control. When 
in the fall of 1938 the hurricane went 
up the New England coast, the most 
difficult problem which faced the 
power systems was the complete col- 
lapse of the communication systems. 
Powerhouses in operating condition 
were isolated and could not be thrown 
on the line because the operator had no 
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means for establishing whether or not 
the line was clear. Numerous similar 
difficulties were encountered due to the 
lack of means of communication. In at 
least one instance communication was 
established and maintained for a power 
system by a chain of amateur radio 
stations. 

Many problems still remain to be 
solved in the field of radio and carrier 
as applied to power systems. There is 
a mistaken idea among many operat- 
ing men that radio is a cheap means of 
communication. Those who have oper- 
ated radio systems know that mainte- 
nance cost is quite high. In one city, for 
instance, the payroll for maintaining 
the police radio is reported to be $65,- 
000 a year, and this amount is not con- 
sidered sufficient. In carrier, the prob- 
lem of talking through a broken line, 
just when the sending through of a 
message is most important, is by no 
means solved. Recent experiments by 
the telephone companies, on the estab- 
lishment of telephone communication 
from and to trucks and automobiles on 
the highways, may eventually become 
an important asset for power systems 
and should be studied by them. For 
spread-out rural systems some compe- 
tent means will have to be found to 
notify the manager’s office at once 
when a section of line is out of service. 
On the whole, there is an impression 
that power systems do not devote suf- 
ficiently competent engineering talent 
to communication problems. 


Research 


= atomic bomb made the coun- 
try research minded, and power 
systems should take advantage of this 
state of mind and expand research. 
Power system planners have always 


been more conscious of the need for 
basic research than engineers in other 
branches of industry and have actually 
done a very good job in this respect. 
But it is not enough. 

A certain amount of research can be 
done in the manufacturing establish- 
ments. But some research must be 
done on the operating systems. To the 
credit of some individual power sys- 
tems it must be said that they carried 
this burden on their individual shoul- 
ders without much help from other 
systems, even though all get the benefit. 
Those who first exposed their whole 
systems to short circuits to establish 
what breakers can do brought about 
better breakers which everyone is using 
now. Those who spent great sums of 
money on lightning research on their 
own systems, and generously made the 
results available to everyone, reduced 
service interruptions on all other sys- 
tems without any cost to the other sys- 
tems. We cannot expect this proce- 
dure—one system carrying all the bur- 
den of a research job and all other sys- 
tems parasitically getting the benefit of 
it—to continue. Some means will have 
to be found for every system to carry its 
share of the burden of research. 

Under present conditions, if every 
system contributed only one-tenth of a 
mill per kilowatt hour for system re- 
search, there would be available at least 
$20,000,000 a year for carrying on 
this work. No one will take exception 
to the expenditure of one-tenth of a 
mill per kilowatt hour for this purpose 
by either the largest or smallest 
power system. But leadership and co- 
6peration are needed to bring this 
about. This is not easy, but an opti- 
mistic view into the future of power 
should make it possible. 
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Government Utility 
Happenings 


Conferees Cut Power Funds 
In Interior Bill 


HARP reductions in items for con- 

struction of power facilities featured 
the House-Senate conference report on 
the Interior Department Appropriations 
Bill for 1947. A total of $247,167,036 
for all Interior expenditures during the 
fiscal year was provided in the confer- 
ence version of the measure, which then 
was accepted by the House and Senate 
and sent to the President. 

Throughout the discussions on the bill 
in both chambers, proposed appropria- 
tions for power projects of the South- 
western Power Administration, the Bu- 
reau of Reclamation, and, to some ex- 
tent, the Bonneville Power Administra- 
tion were the subject of debate. The 
completed bill reflected this division of 
opinion in its allotments of $7,500,000 
for Southwestern Power Administra- 
tion, $12,685,622 for Reclamation Bu- 
reau’s Central Valley (California) proj- 
ect, and $12,470,000 for the Bonneville 
Administration. These compared with 
Budget Bureau-approved requests of 
some $23,000,000 for SWPA, $25,000,- 
000 for the Central Valley project, and 
$19,701,000 for Bonneville. 

The original budgetary request for 
SWPA was designed to start that 
agency’s plan for constructing a network 
of transmission lines and steam-generat- 
ing plants to interconnect with the mul- 
tiple-purpose dams operated by SWPA 
in the Southwest. This plan was at- 
tacked in hearings of the bill by repre- 
sentatives of private power companies 
in that area, who charged that the pro- 
posed facilities would duplicate and 
compete with their lines. Appropriations 
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committees of both the House and Sen- 
ate entirely eliminated all construction 
funds from the SWPA budget. How- 
ever, moves on the floor of each chamber 
were successful in returning a portion of 
the amount requested. 


N the final version of the bill all funds 
for steam plant construction were 
eliminated, as were allotments for six of 
the proposed transmission lines. The $7,- 
500,000 approved for SWPA permits the 
following expenditures : 


Construction 


Norfork-Nimrod line, 111 miles, 

154 kilovolts $ 934,320 
Nimrod switching station 191,035 
Markham Ferry substation, 80,- 

000 kilovolt-amperes 477,560 
Markham Ferry-Tulsa line, 45 

miles, 154 kilovolts 378,880 
Tulsa-Weleetka line, 61 miles, 132 

kilovolts — 425,550 
Weleetka-Ada line, 49 miles, 132 

kilovolts 342,240 
Ada-Denison line, 73 miles, 132 

kilovolts 500,000 
Feeder lines, service connections, 


Acquisition 
Markham Ferry-Lake Catherine 
(Ark-La) line 


Other Expenses 


Plans for future program 
General plant and equipment ... 
Administration, general expenses 300,000 


$1,352,415 


An interesting development of the de- 
bate on items for the Bonneville Power 
Administration was the policy statement 
written into this portion of the bill in the 
Senate and later accepted in conference. 
This declaration gives the Bonneville 
Administrator clear-cut authority to ac- 
quire existing transmission facilities, as 
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well as to build them, in carrying out “the 
duties imposed upon him pursuant to 
law.” However, the fund allotment for 
Bonneville allowed for the purchase of 
only four properties of this type, all of 
them already publicly owned. The fa- 
cilities to be purchased are a 230-kilovolt 
river crossing and substation at Trout- 
dale, Oregon (now owned by Recon- 
struction Finance Corporation) ; the Al- 
bany-Camp Adair line and facilities 
(owned by the War Department) ; Brew- 
ster-Okanogan, Washington, line and re- 
lated facilities; Eugene-Drain, Oregon, 
line. 

Funds for Bonneville were slashed to 
a total of $9,000,000 in the House, then 
raised to $19,086,250 by the Senate be- 
fore a compromise was worked out in 
the conference between the two cham- 
bers. 


| pms in the Senate on the Reclama- 
tion Bureau’s Central Valley proj- 
ect continued for the better part of two 
days before this section of the bill was 
put to a vote. The House had reduced 
funds for this development to a total of 
$10,840,120, a figure increased by the 
Senate Appropriations Committee to 
$20,836,670. The committee, however, 
eliminated all funds for construction of 
major transmission lines, although the 
House previously had approved an ex- 
tension of the bureau’s existing line on 
the east side of the valley to continue it 
as far as Sacramento. 

On the floor of the Senate an amend- 
ment was proposed by Senator Hayden, 
Arizona Democrat, to increase the appro- 
priation for Central Valley transmission 
lines by $4,572,000. This proposal con- 
templated the construction of two 230- 
kilovolt lines from the switch yards of the 
Shasta and Keswick dams down the west 
side of the valley to the vicinity of Tracy. 


Project 
Davis Dam, Ariz. & Nev. ...... 
i Pc ths, nds ovhingen eins 
| A Serene 
Colorado-Big Thompson, Colo. .. 
Columbia basin, Wash. ........ 
Missouri River basin 


Senate Allotment 


These would have been the first lines 
built by the bureau west of the Sacra- 
mento river. 

During debate on the Hayden amend- 
ment one of its principal opponents, Sen- 
ator Thomas of Oklahoma, declared that 
the Pacific Gas and Electric Company 
already had started construction of fa- 
cilities west of the river which would be 
duplicated by the proposed lines. The 
Hayden amendment was adopted on a 
vote of 36 to 31. An interesting factor 
in this debate was a statement dispatched 
to the Senate by Governor Warren of 
California, who requested the approval 
of funds for all the proposed Federal 
transmission facilities in Central Valley. 

The disputed lines, however, were 
eliminated from the bill in the subse- 
quent conference. The Sacramento 
extension (from the town of Oroville) 
was approved by the conferees with the 
understanding that this line later will be 
continued southward to Tracy. The sum 
of $1,000,000 was granted for the 230- 
kilovolt Oroville-Sacramento extension. 
Also approved were items of $10,000 for 
completion of the Shasta-Oroville line 
and $50,000 for construction of the Con- 
tra Costa canal extension, a line com- 
pletely detached from the rest of the Fed- 
eral line system. 


EVERAL other Bureau of Reclamation 

projects, for which the Senate had 
approved large increases over the 
amounts allotted by the House, also were 
cut back in the conference. Notable 
among these was the final appropriation 
of $867,210 for the Hungry Horse 
(Montana) project, a development in- 
volving considerable power facilities. 
The Senate had approved a $2,000,000 
allotment for this project. Other major 
reclamation projects cut back by the con- 
ference are listed below. 


ef 


Final Allotment 
$15,000,000 
900,000 
13,000,000 
27,400,000 
25,582,202 
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Industry Group Urges FPC 
To Change Gas Policies 


_ Federal Power Commission re- 
cently heard recommendations that 
it change its policies and procedures in 
administering the Natural Gas Act. The 
suggestion was made by a representative 
of a committee of gas companies at hear- 
ings in Washington, D. C., being con- 
ducted by FPC as the windup of its nat- 
ural gas investigation. 

The witness, Samuel H. Crosby of E. 
Holley Poe and Associates, was repre- 
senting an industry group which pre- 
viously submitted testimony at the com- 
mission’s investigation hearings in a 
number of states. Mr. Crosby outlined 
four basic proposals for changing FPC 
practices which he termed of great con- 
cern to the gas industry. These were: 


1. Determine the service areas of natural 
gas companies pursuant to the provisions of 
§ 7(f) of the Natural Gas Act. Those com- 
panies having no direct competition with any 
other natural gas company may be released 
from most of the certificate procedure quick- 
ly and inexpensively. Companies in competi- 
tive areas will codperate with the commission 
to expedite such determination. 

2. The commission’s rules and hearing 
practices governing interventions should be 
amended and revised to confine coal-rail- 
road-labor participants closely to actual com- 
petitors of a party to such a proceeding, or 

. [those] whose participation in the pro- 
ceeding may be in the public interest. . 

3. Simplify certificate procedure, pending 
determination of service areas, and require 
members of the commission’s staff to confine 
hearing tactics and “deficiency letter” re- 
quests to data relevant and essential to the 
particular application. 

4. Immediately conform the commission’s 
procedure to the new Administrative Proce- 
dure Act in matters of hearings and adjudi- 
cation so that trial examiners may at once 
exercise their enlarged responsibility and au- 
thority in the conduct of hearings . . . to ex- 
pedite procedure and exclude exploratory, 
repetitious, and irrelevant evidence. 


Ox 1942, Mr. Crosby declared, nat- 
ural gas cases before FPC had been 
marked by 1,570 interventions by coal, 


railroad, and labor interests. Delays 
caused by lengthy interventions and oth- 
er procedural practices of the commis- 
sion could be avoided by FPC action. 
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“The Natural Gas Act,” he added, 
“delegates to this commission broad reg- 
ulatory powers and permits the most lib- 
eral administrative discretion. The com- 
mission, pursuant to its rule-making 
power and without amendment of the 
Natural Gas Act, may effect important 
changes in its policies and procedures.” 


> 


Krug Hears Reclamationists’ 
Views on Power 


| age spony views on the development 
of power in conjunction with the 
Federal reclamation program were con- 
tained in a statement presented recently 
to Interior Secretary J. A. Krug by the 
Idaho State Reclamation Association. 
The statement outlined an over-all policy 
which the association urged be adopted 
by the Bureau of Reclamation, It was 
submitted to Secretary Krug at a confer- 
ence in Boise, Idaho, during the Interior 
chief’s recent tour of western states. 
Declaring that Idaho’s irrigation needs 
were “serious,” the reclamation body ad- 
vised Secretary Krug that its principal 
objectives were to meet these needs and 
to continue “the orderly development” of 
the statewide reclamation program. They 
added 
We endorse the trend on the part of Fed- 
eral agencies today, including various agen- 
cies in the Department of the Interior, to 
ee resource development on a regional 
asis. 


In carrying out such a program, the 
association contended, the primary pur- 
pose of the Reclamation Bureau should 
continue to be “reclamation of the arid 
and semiarid lands of the West.” On the 
other hand, it was held, reclamation 
should remain “on a fair basis” in order 
to enjoy the support of Congress and sec- 
tions of the country requiring no irri- 
gation. 


WER developed on multiple-purpose 
projects should be only incidental to 
reclamation. The association recom- 
mended that such power should be sold 
“on a basis fair to private industry,” and, 
at the same time, should repay a portion 
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of the irrigation costs which are beyond 
the ability of water users to repay. The 
statement continued : 


Government-subsidized power, under the 
guise of reclamation, will not have the sup- 
port of the Congress . . . neither will it aid 
the irrigation farmer by producing low-cost 
water. In fact, in our judgment, if pursued 
long enough, such a policy will sound the 
death knell to reclamation in the West. The 
Idaho State Reclamation Association never 
has (desired) and does not now wish to take 
a position on either side of the question of 
Public versus Private Power, but it does 
object to an attempt to nationalize the power 
industry under the guise of reclamation. 


The association also expressed itself as 
“unalterably opposed” to the creation of 
a Columbia Valley Authority. 


> 


Recent Decisions Limiting 
Controls over Co-ops 
EW definitions of the extent of con- 
trol exercised by state utility com- 
missions over rural electric cooperatives 
have been forthcoming in increasing 


number during recent weeks. The ma- 
jority of decisions — which have been 
handed down by state courts and by the 
commissions themselves—have tended to 
interpret state codperative laws, with the 
effect of limiting commission authority in 
this respect. 

Latest decision of this nature was that 
rendered by the Pennsylvania Supreme 
Court in an action filed by Pennsylvania 
Electric Company against Common- 
wealth Secretary Charles M. Morrison. 
The court held, in brief, that no matter 
how similar may be the functions of a 
cooperative and a public utility, the 
state’s Electric Cooperative Corporation 
Act exempts any co-op from jurisdiction 
and control of the public utility commis- 
sion. 

This opinion terminated a legal battle 
dating back to April, 1945, when articles 
of incorporation for the Allegheny Elec- 
tric Codperative, Inc., were filed with the 
Pennsylvania Department of State. Al- 
legheny was organized by seven electric 
distributing co-ops, which proposed to 
purchase wholesale power from a gen- 
erating plant to be built by the new cor- 


poration. Pennsylvania Electric Com- 
pany sought an injunction to prevent the 
issuance of a charter to Allegheny, hold- 
ing that the new co-op was a public util- 
ity and, as such, could not be chartered 
until it received a certificate of public 
convenience and necessity from the util- 
ity commission. When the injunction 
was denied last March by a county court, 
the company appealed to the state su- 
preme court. 


EVERAL weeks earlier, the Arkansas 
Supreme Court, in a similar case, set 
aside a decision of the state public service 
commission designating the Arkansas- 
Louisiana Electric Cooperative, Inc., a 
public utility subject to commission juris- 
diction. This case involved a ruling by 
the court that the serving of “an occa- 
sional nonmember customer” by Ark-La 
did not make it a public utility. 

More recent was the decision of the 
North Dakota Public Service Commis- 
sion that it has no jurisdiction over elec- 
tric co-ops, “except to the extent that it 
may review plans and specifications for 
the purpose of avoiding inductive inter- 
ferences and operational hazards.” This 
issue arose in connection with the ques- 
tion as to whether the co-ops were re- 
quired to apply to the commission for 
certificates before building distribution 
lines. 

Declaring that state law on this ques- 
tion was vague, 12 codperatives sub- 
mitted construction applications and 
asked the commission for a ruling. All of 
these codperatives, which had been re- 
cently organized, testified that the Rural 
Electrification Administration had ap- 
proved loans for them. Spokesmen for 
these co-ops declared that they would 
start construction of facilities as soon as 
supplies of the necessary equipment 
could be obtained now that the jurisdic- 
tional question had been settled by the 
commission. 

Representatives of one co-op, the 
Verendrye Electric Codperative, Inc., 
presented testimony opposing the posi- 
tion of the other cooperatives, which 
agreed that the commission had no au- 
thority to require certificates. 
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Wire and Wireless 
Communication 


OOKING forward to the day when 

dozens of industries and thousands 

of ordinary citizens will be making new 

uses of radio as a means of communica- 

tion, the Federal Communications Com- 

mission has set in motion a new system 
for policing the radio spectrum. 

Starting July 1st, FCC staff members 
at 23 stations scattered across the coun- 
try began monitoring all frequencies of 
the expanded spectrum which has in- 
creased from the prewar limit of 300,000 
kilocycles to 30,000,000 kilocycles and 
beyond. 

To handle this task FCC merged 
its radio intelligence division, which was 
organized during the war, with the field 
division. The combined unit is known as 
the field engineering and monitoring di- 
vision. 

Federal monitoring has been necessi- 
tated, the commission explained, because 
the demand for radio channels still far 
exceeds the supply, despite the wartime 
broadening of the usable spectrum. It is 
expected that hundreds of thousands of 
additional channels will be licensed to 
augment existing radio services and to 
introduce many new ones. 

For example, the commission predicts 
that “in the next few years” citizens’ 
walkie-talkie sets in use will number 
some 200,000. Incidentally, walkie-talk- 
ies still are banned from the air waves 
pending the organization of FCC’s citi- 
zens radiocommunication service, which 
will govern the issuing of licenses for 
such sets. 
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(iy. postwar developments ex- 
pected by the commission include 
the increase of 2-way radio service for 
taxicabs, automobiles, and trucks, which 
now is in operation in only one city, to 
installations in 200 cities ; radio-equipped 
railroads growing from one road now 
using such equipment to 150 roads; fire 
department radio, not now in service, to 
spread to 5,000 cities. 

Estimated increases in licenses for 
other broadcast services are: 

, | rae broadcast stations, from 1,000 to 

‘ Frequency modulation (FM) stations, 

from 50 to 3,000. 

Television stations, from 6 to 200-300. 
a planes, from 3,000 to 50,- 


Aviation ground stations, from 700 to 2,- 


In addition there will be calls for chan- 
nels for radar, point-to-point radio, 
diathermy and other electro-medical and 
industrial heating machines, ship-to- 
shore communication, multipurpose mi- 
crowave relay link systems, and for other 
services. , 

The field engineering and monitoring 
division is headed by George S. Turner. 
The new unit will have the following 
major functions: 

1. Monitoring the radio spectrum to lo- 
cate sources of interference to authorized 
radio services and identify all forms of 
transmission. : 

2. Detecting and locating illegal stations 
and developing evidence for prosecution. 

3. Inspecting all classes of licensed sta- 
tions. 
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4. Conducting radio operator examina- 
tions and issuing licenses to those found 
qualified. 

5. Measuring frequency and making tech- 
nical analyses of emission of stations. 

6. Rendering emergency direction-finding 
service to aircraft on request. 

7. Making field strength surveys of sta- 
tions and conducting special engineering 
projects. 


TS division’s field organization is 
composed of two general groups. 
The enforcement offices are the field dis- 
trict offices and suboffices to which in the 
larger cities investigative units will be 
attached. The monitoring stations include 
10 primary and 13 secondary stations, 
the latter being less elaborately equipped 
than the primary stations. 

The monitoring stations are connected 
by teletype and short-wave radio. When 
one of them picks up a suspected signal, 
it alerts other stations in the area so that 
they can take bearings on the signal. The 
stations report their findings to an in- 
telligence center, which codrdinates the 


reports. 
x * * * 


4 National Federation of Tele- 
phone Workers has accepted the 
resignation of George O. Lawson as 
western regional director of the union. 
Lawson, who is president of the Associa- 
tion of Communications Employees (a 
Washington state union affiliated with 
NFTW), advised the executive board of 
NFTW that his withdrawal was a result 
of the union’s upholding of its inde- 
pendent status at the recent convention 
in Galveston, Texas. 

At the Galveston session Lawson was 
a leader of a movement to affiliate the 
NFTW with the CIO. Previously a spe- 
cial committee had studied proposals to 
affiliate with either the CIO or AFL and 
recommended a CIO alliance. Instead, 
the convention delegates adopted a reso- 
lution declaring that NFTW’s “inde- 
pendent character should be maintained 
until such a time as further considera- 
tion is given the question of affiliation.” 

Donald Buckley, president of the 
United Brotherhood of Telephone 
Workers (California), was appointed to 


serve the remainder of Lawson’s term 
as western regional director for NFTW. 


o> . 


MERICAN TELEPHONE AND TELE- 
GRAPH Company has filed with the 
Securities and Exchange Commission a 
registration statement covering the pro- 
posed issuance of $125,000,000 noncon- 
vertible 40-year debentures, due July 1, 
1986. The company announced that pro- 
ceeds from the sale would be used to pro- 
vide funds for expansion and improve- 
ment of facilities and for general corpo- 
rate purposes. 


~ * * * 


| gery changes in the staff of the 
legal and engineering departments of 
the Federal Communications Commis- 
sion were announced last month. 

Heading a long list of promotions of 
the top personnel in the legal division was 
the permanent designation of Benedict 
P. Cottone as general counsel for the 
commission. Mr. Cottone, who joined the 
FCC staff in 1939 as chief of the litiga- 
tion section, has been acting general 
counsel since last April. 

A graduate of Cornell University and 
the Yale Law School, he has a long rec- 
ord of Federal service, having been a 
member of the staffs of the Federal 
Power Commission (1937-38), the De- 
partment of Justice (as special assistant 
to the Attorney General from 1938 to 
1939), and the Civil Aeronautics Board 
(chief of contracts section, 1939). 

Until he became acting general coun- 
sel of FCC, he served as assistant gen- 
eral counsel in charge of the common 
carrier division. While acting in the lat- 
ter capacity, he served as a United States 
delegate to the Anglo-American Tele- 
communications Conference at Bermuda 
in: November, 1945. 

Succeeding Mr. Cottone as assistant 
general counsel in charge of the common 
carrier division is Harold Cohen, former 
chief rate counsel and a member of the 
commission’s legal staff continuously 
since 1941. After serving as an attorney 
for the commission during the special 
telephone investigation from 1936 to 
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1938, he joined the staff of the general 
counsel of the Railroad Retirement 
Board in 1938. 


ceed Mr. Cohen as chief rate coun- 
sel. Mr. Adams joined the FCC law de- 
partment in 1941, eventually becoming 
chief of the international telegraph sec- 
tion of that division. He was a member 
of the table committee of the Board of 
War Communications, and assisted in 
handling the South American rate case 
for FCC. Entering the Army in 1943, 
he was assigned to military intelligence 
work in Washington, D. C. After his 
discharge from service last September he 
returned to FCC as chief of the internal 
services section. 

Marion H. Woodward, former chief 
of the international division of the engi- 
neering department, has been appointed 
assistant chief engineer in charge of the 
common carrier branch. Other engineer- 
ing staff promotions included: William 
N. Krebs, from chief of the safety and 
special services branch to assistant chief 
engineer in charge of the safety unit; 
John A. Russ, from assistant chief to 
chief of the international division; and 
Edward W. Allen, Jr., from assistant 
chief to chief of the technical informa- 
tion division. 

* x * *” 


De P. ADAMS was named to suc- 


N application of the Southern New 
England Telephone Company to is- 
sue 100,000 additional shares of the com- 
mon capital stock of the company, hav- 
ing a par value of $100, or a total par 
value of $10,000,000, has been approved 
by the Connecticut Public Utilities Com- 
mission. Approval to issue the stock was 
granted after a hearing on the company’s 
application, over which Chairman Eu- 
gene S. Loughlin of the commission pre- 
sided. 

Under the terms of the application and 
of the commission’s approval, the addi- 
tional stock is to be issued “at the price 
of $120 a share to the stockholders of 
the company of record at the close of 
business June 25, 1946.” 

According to the company’s applica- 
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tion the stock is to be offered to its stock- 
holders “in the ratio of one new share 
to each four shares now held.” The com- 
pany stated that the issue is necessary te 
finance its construction program for the 
next several years. It said that govern- 
mental restrictions and shortages of both 
labor and materials made it impossible 
during the war period to construct the 
plant needed to keep pace with the de- 
mands for telephone service. At the end 
of the war, the company was operating 
its plant at much more than normal ca- 
pacity and with 35,000 unfilled applica- 
tions for main station telephones and 
many more thousands of applications for 
extension telephones and for changes to 
higher-grade services. 

In the eight months ending last May 
31st, it was possible to construct some 
new plants and the number of telephones 
in service was increased by more than 
52,000, “but this increase hag been ac- 
companied by an unprecedented and con- 
tinued demand for new service” and by 
May 3lst the company had 14,000 un- 


filled applications for main stations, 
6,000 orders for extension telephones, 
and 45,000 for upgrade services. 


* * * * 


FEDERAL Communications Com- 

mission hearing on the applica- 
tions of six Rhode Island firms for con- 
struction permits and licenses to operate 
frequency modulation (FM) radio sta- 
tions ended in Providence last month. 

Last of the applicants to present testi- 
mony before J. Alfred Guest, hearing 
officer and regional attorney in New 
York for the FCC, was the Pawtucket 
Broadcasting Company (WFCI). Engi- 
neering testimony will be furnished by 
the applicants at a hearing in Washing- 
ton some time in the late summer. 

In addition to the Pawtucket Com- 
pany, applicants heard during the 24- 
day session were the Providence Journal 
Company, the Outlet Company (WJ- 
AR), the Cherry & Webb Broadcasting 
Company (WPRO), the Yankee Net- 
work (WEAN), and the Colonial 
Broadcasting Company, a new corpora- 
tion. 
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AWRENCE B. ELLIMAN, real estate 
L broker, New York city, announced 
recently that plans had been completed 
for the construction of a $60,000,000 
“Telecity” in the metropolitan area. He 
said it would be occupied by networks, 
radio and telecasting stations, national 
advertisers, advertising agencies, and in- 
dependent producers, as a television mo- 
tion picture production center. 

Mr. Elliman said that expert business 
and technical management had been se- 
cured, that adequate financing had been 
assured, and that the corporate structure, 
officers, and directors would be an- 
nounced shortly. He declined, however, 
to name any of the organizations that will 
be affiliated with it, or the banking syndi- 
cate that will finance it. 

Mr. Elliman said that “Telecity” 
would be built on a site of approximately 
1,000 acres in the metropolitan area, but 
he declined to reveal where it would be 
located. 

The center will include 24 large 
motion picture studios, according to Mr. 
Elliman. He said the plans also provided 
for every type of maintenance building, 
service, and facilities required in motion 
picture production, including a complete 
film laboratory capable of processing and 
printing all film used in “Telecity.” Mr. 
Elliman added: 


Three years of preparation and research 
have gone into the planning of Telecity in 
anticipation of the enormous requirements 
for motion picture production for the tele- 
vision industry, and in view of the limitless 
facilities needed in the production of pic- 
tures for visual education. The present studio 
space available for these purposes is far be- 
low the requirements and the plans for Tele- 
a been drawn to meet this obvious 
need. 


Mr. Elliman said construction would 
begin as soon as the government lifted 
restrictions on building materials. 

*x* * * * 


_—— a heavy demand for telephone 
service, in marked contrast to the cool 
public reception given the crank-handle 
telephone of the late nineties, the New 
York Telephone Company, largest tele- 
phone operating company in the world, 
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last month celebrated its fiftieth anni- 
versary. 

In 1896 effort to “popularize” the tele- 
phone necessitated vigorous sales talks. 
It was popularly regarded as “a business 
instrument, an extravagance for home 
use, and, for social matters, an intrusion 
on privacy.” 

On the first of June the company had 
a statewide demand for 339,450 phones, 
273,400 of which were needed in New 
York city. Applications reached a record 
high of 341,000 in November, 1945, and 
since January Ist the company has in- 
stalled more than 100,000 phones in New 
York city and 187,000 in the state. 

Carl Whitmore, president of the com- 
pany, said it was making every effort to 
meet the demand. He added that improve- 
ments are under way that will cost $80,- 
000,000 this year and $350,000,000 in the 
five years through 1950. About $96,000,- 
000 will go into switchboards. 

Other projects in the expansion pro- 
gram include extension of service in ru- 
ral areas, radiotelephone service for all 
types of motor vehicles, dial service over 
wider areas, and equipment which will 
enable operators to dial calls across the 
continent without the need for relays. 


* * * * 


COMBINATION radiotelephone sys- 

tem, useful for communication be- 
tween islands, was among inventions 
listed as patented in a recent issue of the _ 
Official Gazette of the United States Pat- 
ent Office. The new system would per- 
mit a subscriber literally to dial his own 
2-way radio channel. The hookup is de- 
signed particularly for a small telephone 
system that can employ a radio link for 
communicating with a number of sur- 
rounding points relatively inaccessible to 
land lines. 

The invention would enable persons 
living on an archipelago to maintain in- 
stant telephone contact, without the ne- 
cessity of laying expensive interisland 
cables. The system also would work for 
extending existing telephone lines far 
into wilderness territory, simply by using 
radio links to maintain the chain of com- 
munication. 
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Financial News 


Common Stock Financing for 
Plant Additions Revived 


R some years this department has 
been commenting on the fact that the 
utility companies were no longer issuing 
common stock to finance additions and 
betterments. During the 1920’s there 
was a great deal of this financing, but 
from 1932 on it became almost a for- 
gotten practice. The utilities relied on 
depreciation funds and undistributed 
earnings (plus a small amount of bond 
financing) to provide the necessary cash 
for their construction budgets. During 
this period the inroads of Federal taxes 
on earning power and unfavorable stock 
market conditions kept utility prices at 
relatively low levels and discouraged any 
resort to equity financing. 

Now that Federal taxes have been sub- 
stantially reduced through elimination of 
the excess profits tax and utility stock 
prices have shown a good recovery, com- 
- mon stock issues designed wholly or 
partly to supply “new money” have begun 
to make their appearance. California 
Electric Power on June 19th issued 169,- 
636 shares of common stock, the net pro- 
ceeds of which ($2,080,193) would be 
used along with other funds for develop- 
ment and expansion of properties. The 
stock was sold by a syndicate headed by 
Shields & Co. and Walston, Hoffman & 
Goodwin. 

The company’s present plans for the 
development and expansion of its busi- 
ness during 1946-47 include extensions 
of electric utilities to serve new cus- 
tomers, at an estimated cost of $2,121,- 
000 ; a rural electrification program, cost- 
ing $358,000; a second source of power 
to serve two localities, at $193,000; inter- 


and 
Comment 


By OWEN ELY 


connection of two substations, $121,000; 
and additions to the telephone and ice 
properties totaling $1,217,500. The pres- 
ent financing would cover less than one- 
third of the total program and the com- 
pany’s present plans are to issue addi- 
tional common stock, although “it will be 
guided by conditions existing at the time 
if further financing is required.” 


HIO Ep1son CoMPANY On June 26th 
sold 204,153 shares of common 
stock through a syndicate headed by Mor- 
gan Stanley & Co. Net proceeds (ap- 
proximating $8,000,000) will be devoted 
to construction work. The company ex- 
pects to spend about $5,000,000 this year 
for ordinary property additions and 
about $7,000,000 more for the installation 
of 60,000 kilowatts additional steam gen- 
erating capacity, to be commenced in 
1946 or immediately thereafter. How- 
ever, it may be mentioned that another 
purpose of the financing was to estab- 
lish a market value for Ohio Edison 
stock in connection with possible use of 
part or all of Commonwealth & South- 
ern’s holdings to retire that company’s 
preferred (through exchange offers). 
Another Commonwealth & Southern 
subsidiary, Consumers Power Company, 
has asked the SEC for permission to sell 
competitively enough common stock to 
produce net cash proceeds of $20,000,000. 
The funds thus obtained would be used 
to acquire property, build facilities, and 
discharge or refund obligations. Prop- 
erty additions to cost over $53,000,000 
are proposed or under construction. In 
this case also Commonwealth wants to 
establish a market price for the subsidiary 
stock, in connection with its own inte- 
gration program, 
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FINANCIAL NEWS AND COMMENT 


Illinois Power on June 17th registered 
200,000 shares of $50 par preferred stock 
and 966,870 shares of no par common 
stock. Proceeds from the sale of the 
preferred would be used to reimburse the 
treasury for construction expenditures. 
Sale of the common stock will probably 
not prove necessary, since the old pre- 
ferred may all be converted into common 
shares. If necessary, however, common 
is to be sold to provide funds to retire 
unconverted preferred stock. While in 
this case the common stock is not being 
sold to provide “new money,” the net re- 
sult will be about the same as though this 
had been done. 


Bas Unron Gas in its current 
refunding program wished to raise 
$4,000,000 new money for property ex- 
tensions through sale of additional pre- 
ferred stock, but the public service com- 
mission of New York frowned on the 
proposal. Apparently the commission 
felt that, with the current delays in ob- 
taining materials, the betterment pro- 
gram could be financed to a large extent 
out of depreciation and earnings funds 
which might accumulate. 


¥ 


Developments in Holding 
Company Integration 


Tz utility industry has virtually 
abandoned hopes for modification of 
the Public Utility Holding Company Act 
by Supreme Court findings (the several 
cases before the court will be reargued 
next fall) and the progress with pending 
integration plans is now at a faster tempo 
than in previous years, due largely to the 
higher level of security prices and the 
relative ease of financing and sale of 
properties. 

Commonwealth & Southern has pio- 
neered with a new method of establish- 
ing the market prices of subsidiary stocks 
—sales of additional stock to finance ad- 
ditions and betterment by Ohio Edison 
and Consumers Power. However, the 
Securities and Exchange Commission is 
still muiling over the various proposals 
made by the management and other in- 
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terested parties for a final program, It 
appears likely that the management’s 
plan will be approved. 

American Light & Traction is a clean- 
cut holding company with a long record 
of dividend payments on its common 
stock. It might have been assumed sev- 
eral years ago that it would be among the 
first holding companies to consummate 
integration plans, but the SEC is still 
trying to decide the difficult issue as to 
how the noncallable preferred stock 
should be retired. Two months ago the 
commission proposed in a 3-to-2 decision 
that the stock should receive $33 a share 
—about halfway between the par value of 
$25 and the price of 40 asked by Allied 
Chemical, a large stockholder. The com- 
pany was willing to set aside the extra 
amount in escrow pending judicial de- 
cision. A reargument before the SEC 
has been ordered on July 23rd, since the 
commission apparently feels that its plan 
is no longer subject to judicial review. 


N™ ENGLAND Gas & ELECTRIC re- 
cently mailed to stockholders 
copies of the SEC findings and approval 
of its plan. A district court hearing was to 
be held July 17th, and the management is 
hopeful of consummating the plan by 
September 2nd. The plan will reduce 
funded debt by nearly one-quarter (re- 
funding the balance), eliminate present 
preferred and common stocks, and issue 
new common with estimated earnings of 
about 74 cents a share (before sinking 
fund). The plan provides for settlement 
of the Associated Gas claims. Enough 
new common would be sold to provide 
$11,500,000 cash, and 844 per cent of the 
balance would be issued to holders of the 
$5.50 preferred. (The proportion would 
decrease if the price to the public exceeds 
$12.95 a share.) This plan has been 
hailed by The New York Times as a 
“model way to avoidance of family 
strife” in holding company systems. It is 
suggested that the method of round-table 
discussion successfully used in the 
NEGEA Case might well be applied to 
the Illinois Power-North American 
fracas and other disputes. 
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In the case of Long Island Lighting, 
the public service commission at Albany 
recently held that the common stocks of 
Queens Borough Gas & Electric Com- 
pany and its two subsidiaries, Nassau & 
Suffolk Lighting Company and Long 
Beach Gas Company, are worthless ; also 
that the company’s advances to Long 
Beach Gas have been impaired to the ex- 
tent of about 75 per cent and that its $6,- 
800,000 preferred stock is impaired about 
45 per cent. This plan appears to be mov- 
ing slowly. 

American Power & Light plans to 
merge Northwestern Electric Company 
and Pacific Power & Light Company, 
with a general overhauling of the com- 
bined capitalization. The merged com- 
pany will offer $10,000,000 preferred 
stock at competitive bidding, but after 
the price has been set the stock will be 
offered to the present preferred issues on 
a share-for-share basis with a cash ad- 
justment. Washington Water Power 
plans to redeem 60 per cent of its pre- 
ferred stock with cash on hand, at 110; 
stock held outside the territory will be 
retired. 


“ie Johnson committee, represent- 
ing a substantial block of prior 
preference and preferred stocks of 
Standard Gas & Electric Company, is 
opposing the plan to refund the Ed per 
cent preferred stock of Northern States 
Power Company of Minnesota. The 
Minnesota District Court had deferred 
its hearings on the dissolution plan of the 
parent Delaware company in order to 
afford the SEC an opportunity to study 
these plans. 

Drastic changes in the North American 
Company plan of April 18th are forecast 
by Dow-Jones, although hearings are 
still in progress before the SEC. It is said 
that holders of a substantial amount of 
common stock object to having to raise 
the necessary cash to pay off the balance 
of the bank debt, and the SEC feels that 
the six months’ period for exercising 
warrants is too long. The commission 
also is considered likely to object to the 
rather substantial investments to be re- 
tained in Wisconsin Electric Power and 


Washington Railway & Electric (though 
these would amount to less than 5 per 
cent of outstanding stocks). 

Counsel for the SEC recently sug- 
gested that, instead of giving warrants to 
subscribe to all four stocks of North 
American subsidiaries, subscription 
rights be limited to a single stock, in order 
to limit market fluctuations. The re- 
maining three stocks would be dis- 
tributed, which would be more equitable 
to small stockholders who could not avail 
themselves of the subscription privilege. 
Dow-Jones estimates that sale of the 
Wisconsin stock alone would be suff- 
cient to pay off the remaining bank debt. 

Another phase of the North American 
plan is before the SEC. The subholding 
company slated for liquidation, North 
American Light & Power, has asked the 
SEC for authority to exercise its war- 
rants and purchase 300,000 shares of Illi- 
nois Power common, which is one of the 
steps proposed in the North American 
Company plan. The proposal is opposed 
by Illinois Power, which has indicated 
its determination to carry it to the courts 
if the SEC approves this point. 


LECTRIC PowER & LIGHT is expected 
to file a compromise plan of re- 
capitalization. (It will be recalled that 
the company and its parent, Electric Bond 
and Share, filed separate plans early in 
May.) Under the new plan (as reported 
by The Wall Street Journal but not yet 
filed with the SEC), optional terms to 
holders of preferred stocks of Electric 
Power & Light would be as follows: 


$7 First $6 First $7 Second 
Preferred Preferred Preferred 

United Gas shares 10 9.3 9.6 
New Southern 
Holding Com- 
pany shares 
(electric prop- 

erties) 


9 8.4 8.6 
$192 $179 $185 


Nonassenting stockholders would be 
paid off in cash. The amount of cash is 
about $2 in excess of par and arrears for 
the first preferred stocks, but for the 
second preferred stock is about $15 less. 
Inclusion of call premiums would raise 
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the clams by $10 for the first preferred 
stocks and $5 for the second preferred. 

Common stockholders would receive 
18-day rights to subscribe to any United 
Gas or Southern Company stocks not 
taken by preferred stockholders. Any 
cash thus realized would be used to aid 
the plan, including transfer of $9,000,000 
cash to the Southern Company. Electric 
Bond and Share would exercise its rights, 
even if this requires a bank loan, and 
would also pay $2,200,000 cash to Elec- 
tric Power & Light to satisfy all claims. 

United Corporation has filed a pro- 
posal with the SEC to pay off dividend 
arrears of $7.50 a share on its preference 
stock as of July Ist, following which the 
regular rate of dividend (75 cents 
quarterly) would be resumed October 
Ist. Satisfaction of the arrears would 
pave the way to sell the corporation's 
holdings of Niagara Hudson Power to 
its own common stockholders, which in 
turn would provide cash to eliminate the 
preferred par value of $50 per share. 

Koppers Company Inc., has received 
an additional six months in which to 
comply with the SEC order of a year ago 
to dispose of its interest in Eastern Gas 
& Fuel. 


| pws Licut & TRACTION COMPANY 
is expected to file a plan with the SEC 
to consolidate its four remaining sub- 


sidiaries (all in New Mexico). The 
common stock of the new operating com- 
pany would then be sold at competitive 
bidding and Federal would be dissolved. 
Preferred stockholders would be paid off 
at par, unless the SEC requires payment 
of the $10 call premium. Sixty-five per 
cent of cash remaining in dissolution 
would go to Cities Service Power & 
Light. It is rumored that that holding 
company will also be liquidated at some 
later date, with final cash proceeds going 
to Cities Service Company. 

Electric Bond and Share recently filed 
a plan with the SEC to retire its remain- 
ing preferred stocks at $70 a share (par 
value) plus certificates for the $10 call 
premium or any other extra payment 
which might eventually be awarded by the 
SEC or the courts. The plan will be 
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financed by offering to its stockholders 
substantially all of Bond and Share’s 
holdings of American Gas & Electric and 
Pennsylvania Power & Light (including 
the additional stock of the latter company 
to be received in the impending dissolu- 
tion of National Power & Light). 

The Central & South West Utilities 
plan has been approved by Judge Paul 
Leahy in the district court at Wilmington. 

Hearings on the American & Foreign 
Power plan are continuing before the 
SEC, with opposition by counsel for 
holders of about half a million dollars 
of $6 first preferred stock. It is sug- 
gested that 4 per cent notes, or dividend 
certificates convertible into common 
stock, be issued for dividend arrears, in 
which case the dividend rate could be re- 
adjusted from 6 per cent to 5 per cent. 

The SEC has ordered Public Service 
Corporation of New Jersey (and United 
Corporation, which owns 21.65 per cent 
of the voting securities) to report an in- 
tegration plan, and hearings were set for 
July 16th. 

American Water Works, whose plan 
for segregating its water properties is 
pending before the SEC, has effected a 
compromise with certain preferred stock- 
holders of Community Water Service 
Company. The preferred stock, which is 
entitled to nearly $200 in liquidation and 
would have received $135 under the plan, 
would now obtain $180, plus $7 per an- 
num from November 1, 1945. 


* 
Natural Gas Stocks Reflect 


Improved Earnings 


poy the past three months the nat- 
ural gas stocks (see table, page 
106) have apparently made a slightly 
better market showing than the electric 
company group. Stocks showing sub- 
stantial advances are Mission Oil, Na- 
tional Fuel Gas, Kansas-Nebraska, 
Pacific Lighting, Houston Natural Gas, 
West Ohio Gas, Montana-Dakota Utili- 
ties, Southern Union Gas, Interstate 
Natural Gas, and Northern Natural Gas. 

A number of dividend increases have 
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occurred in 1946, including Mission Oil, 
Consolidated Gas Utilities, National Fuel 
Gas, Kansas-Nebraska, Lone Star, Hous- 
ton, West Ohio, Southern Union, United 
Gas, Rockland Gas, Arkansas Western, 
Peoples Gas, and Panhandle Eastern 
Pipe Line. However, since many of 
these companies pay on an irregular basis, 
it is a little difficult in some cases to gauge 
the annual rate. It should also be noted 
that dividend payments in many cases re- 


main conservative in relation to earnings, 

The average price-earnings ratio, 16.6, 
compares with an average ratio of 17.5 
for 56 electric-gas operating company 
stocks. (See page 783, June 6th issue, 
Pusiic UTILITIES FoRTNIGHTLY.) The 
average yield for the electric-gas stocks 
is 4.3 per cent, but dividend payments 
in the latter group are more “standard- 
ized” and the proportion of very low 
yields is small. 


e 


NATURAL GAS AND MIXED GAS UTILITY COMPANIES 


7/1/46 
Where Price 
Traded About 
Retail Natural Gast 
Oklahoma Nat. Gas 
Mission Oil 
Consolidated Nat. Gas 
Conmedt. Ges Util, «.. 2.200... O 
National Fuel Gas 
Kansas-Neb. Nat. Gas 
Lone Star Gas 


Pacific Lighting 
Houston Nat. Gas O 
American Light & Traction .. 
West Ohio Gas O 
Montana-Dakota Util. ....... © 
Southwest Nat. Gas O 
Mobile Gas Service 
Southern Union Gas 
United Gas 
Rockland Gas 
Arkansas Western Gas 
Rio Grande Valley Gas 

Retail Mixed Gas 
Peoples Gas 
Oe ) aa O 
Washington Gas Light 
Laclede Gas Light 

Wholesale and Pipe Line 
El! Paso Nat. Gas 
Interstate Nat. Gas 
Southern Nat. Gas 
Tenn. Gas & Trans. ......... 
Northern Nat. Gas / 
Panhandle Eastern Pipe Line S 
Missouri-Kansas Pipe Line A O 
Memphis Nat, Gas 24 
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. Yield 
Ratio Rate 
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Amount 


Apr. $3.66 13.7 
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Dec. 
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Mar. 

Dec. 
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Mar. 
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Mar. 
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Dec. 
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Dec. 

Dec. 

Dec. 
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Dec. 
Dec. 
Apr. 
Mar. 


hot-water 
mete 


Mar. 
Dec. 
Dec. 
Mar. 
Mar. 


NPP. PPS 
mOoR- OBmic 


20.7 
16.6 


3 





S—Stock Exchange. C—Curb. O—Over counter. *Paid 1945. **Paid June 29th; there may 
also be a r-end payment, + These classifications are not always exact—United Gas and 
Arkansas Natural Gas are both retail and wholesale, for example. +;Payments irregular. # Paid 
1945 (50 cents paid June, 1946). (a) Corporate basis. (b) Arrears on preferred stock cleared 
up January 2nd, (c) New financing and rapid growth make it difficult to estimate current earn- 
ings. (d) For three months ended March 31, 1946, earned $4.55 compared with $1.87 last year. 
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What Others Think 


State Agencies Talk Up Public 
Power 


— annual reports of two state 
power agencies disclose some inter- 
esting angles as to the functions of these 
public power bodies. 

The fifteenth annual report of the 
Power Authority of the State of New 
York, for the year 1945, consists of about 
120 pages, devoted entirely to the St. 
Lawrence power and seaway project. 
That this proposed development should 
be its sole interest is not strange, of 
course, for that was the reason for the 
establishment of this agency fifteen years 
ago. 

The outstanding feature of this report 
is found to be, as one looks through its 
pages, that practically all of the state- 
ments, data, quotations of letters, and 
extracts from congressional proceedings, 
are in the nature of publicity in favor of 
the enactment of legislation to get this 
St. Lawrence project under way. 

It is stated in the report that “at the 
forthcoming hearings the Power Au- 
thority will present constructive and 
affirmative proposals to strengthen the 
power provisions of the various bills and 
joint resolutions now pending to the end 
that in the final form of such legislation 
no public safeguard may be omitted to 
insure the use of New York’s hydroelec- 
tric power resource on the St. Lawrence 
with maximum public benefits to the 
people of the state. The presentation at 
the hearings and the action taken on the 
agreement, the accord, and the enabling 
legislation will be detailed in an interim 
report to the governor and the legisla- 
ture.” 

To anyone interested in reviewing the 
views of the advocates of this proposed 
power and seaway development, this re- 
port provides a rather complete com- 
pilation of statements made during 
the past year or so. The report is dated 


January 31, 1946. The address of the 
Power Authority is Albany, New York. 


HE second annual report of the 

Arizona Power Authority covers 
the year ending November 30, 1945. A 
pamphlet of 64 pages, this report urges 
that more power be made available to the 
state of Arizona from Boulder dam on 
the Colorado river, and cites certain com- 
plications which, it is stated, have con- 
tributed to prevent this. 

The reasons advanced for the need of 
this hydro power are the stimulation of 
added industrial activity in the state, and 
the benefits to residential, commercial, 
and rural users of electricity which, it is 
asserted, would result from the availabil- 
ity of “low-cost” power. 

To buttress these statements much of 
this report is given over to arguments 
setting forth the advantages of public 
power. Extracts are quoted from state- 
ments of David E. Lilienthal, TVA 
chairman; William E. Warne, assistant 
commissioner of the Bureau of Reclama- 
tion; and Leland Olds, FPC chairman. 

To these comments are added this out- 
line of “underlying principles and poli- 
cies respecting administration of public 
power”: 

The handling of public power has devel- 


oped several well-founded guiding princi- 
ples. Among others may be mentioned: 
(a) That the fact that there may be 
abundant power brought into limited or 
power saturated centers of the state by na- 
tional agencies and there retailed exclusively 
or abandoned to monopolistic control does 
not meet any reasonable power requirements 
as to service or expansion of use. . 
(b) That the greatest public benefit is 
achieved when national transmission lines 
are able to reach out to local as well as 
major population centers. From these vari- 
ous centers, distribution may begin by dis- 
tributing agencies or organizations of the 
type selected by the various consumer groups 
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of each of the respective centers concerned. 

(c) That where it is not possible for na- 
tional government transmission lines to reach 
out into the local population centers, trans- 
mission by the national government should 
lead at least to convenient major centers 
where such public power may, by lega! pref- 
erence, be taken over by statewide or re- 
gional public agencies and by them wheeled 
to the local centers on a nonprofit bas s 

(d) That transmission of power to locali- 
ties, except as to proper amortization and 
operation costs, should be on a nonprofit 
basis; that public power should be equably 
disposed of and not delivered to “brokers or 
middlemen”; and that no private organia- 
tion or group should be permitted to inter- 
vene or to place itself in the position of a 
“road block” between the people and the 
source of their public power. 

(e) That national and statewide agencies 
and units engaged in generation and transmis- 
sion of electric power should confine their 
activities to generation, transmission, and 
wholesaling of such public power and that 
the engagement by such agencies or units in 
sale of electric energy to others than 
public agencies or distributing units, except 
where no other adequate service is available, 
brings about such inequable dissipation of 
power “loads” as will prevent extension of 
necessary transmission lines to central sta- 
tions or local population centers. 

(£) That, within the state, power must be 
equably distributed and power facilities so 
located as to afford such equal opportunities 
to the different population centers, localities, 
and market centers that no one locality shall 
be permitted to profit at the expense of an- 
other in the distribution of public power. 


A FEW pages are devoted to “Arizona’s 


plans and programs” to promote 
expansion of power use. The latter half 
of the report consists of an appendix 


which recites the terms of the legislative 
bill which established this state power 
authority. 

The Arizona Power Authority, ac- 
cording to the financial statement in- 
cluded in its report, was granted a $100,- 
000 “loan appropriation” in March, 1944. 
Its “electric operations” and “revenues” 
are listed as “none.” Its report would 
suggest that its activities are chiefly the 
promotion—at the expense of the Ari- 
zona taxpayers—of public power. 

It is to be noted that the “guiding prin- 
ciples” quoted above from the report— 
especially the emphasis laid upon pref- 
erence in distribution of power through 
“public agencies,” and that transmission 
service should be on a “nonprofit” basis 
—are of a pattern made familiar by the 
proponents of Federal power. 

This policy continues to be fostered by 
the public power promoters, in utter dis- 
regard of the uneconomic procedure in 
refusing to make use of already estab- 
lished transmission facilities, and the un- 
necessary consequent added tax burden 
incurred in building duplicate transmis- 
sion lines. 

The report of the Arizona Power Au- 
thority tells the story of the active move 
that is on there to make public power a 
statewide affair. As an example of the 
methods followed to further that enter- 
prise, it makes interesting reading. The 
office of the Arizona Power Authority is 
in Phoenix, Arizona. 

—R. S.C. 





Will FPC Favor Competing Pipe Lines 
To Inadequately Served Areas? 


HE recent action of the Federal 
Power Commission in connection 
with the petition of Michigan-Wisconsin 
Pipe Line Company to build a natural gas 
pipe line from Texas to distribution 
points in Michigan (and various places 
en route), now served at wholesale by 
Panhandle Eastern Pipe Line Company, 
raises an interesting question. 
In opposing the petition, Panhandle 
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Eastern took the position that Michigan- 
Wisconsin’s application calls for un- 
necessary duplication of facilities, con- 
trary to the theory of regulation en- 
visioned by the Natural Gas Act. Pan- 
handle Eastern further contended that, 
since it (Panhandle) already was au- 
thorized (under the so-called “grand- 
father clause” of the Natural Gas Act) 
to serve this area, FPC ought not even 
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to consider permitting a new competitive 
service, but should dismiss the petition 
at once. 

FPC refused to dismiss this case 
without giving Michigan-Wisconsin fur- 
ther opportunity to be heard, That com- 
pany claims that although Panhandle 
Eastern now serves the Detroit-Ann 
Arbor area in Michigan under a con- 
tract, to 1951, with the distributing util- 
ity (Michigan Consolidated Gas Com- 
pany ), its service is inadequate. 

In reply to this, Panhandle Eastern 
and two other pipe-line companies, 
Northern Natural Gas of Omaha and 
Natural Gas Pipeline of Chicago, stated 
that even if the charge of inadequate 
service could be maintained, FPC would 
have the right only to order Panhandle 
Eastern to improve the service. This 
would be the proper form of relief, Pan- 
handle argued, rather than the authoriza- 
tion of competitive service, which would 
amount to an “invasion” of established 
territory. 


A to the merits of this question of 
whether an alleged rendition of in- 
adequate service by an established pipe- 
line supplier of natural gas justifies the 
granting of competitive certificate rights, 
the action of FPC in going on with the 
hearing in this case is not necessarily fi- 
nal, Regardless of the form of its deci- 
sion on this point at the close of its hear- 
ings, an eventual court test—on this basic 
issue of monopoly versus competition as 
a policy of Federal regulation—seems a 
likely prospect. 


The following extracts from the rec- 
ord of the initial hearing on the Michi- 
gan-Wisconsin petition disclose, in the 
exchange between FPC Chairman Olds 
and Mr. May (counsel for Michigan- 
Wisconsin), some rather interesting 
viewpoints regarding competitive service 
and certificates of convenience limited 
as to time: 

CHAIRMAN OLps. Would the company that 
you represent be satisfied to have whatever 
service you are going to render after 1951 to 
the Detroit area, on a year-to-year basis, so 
that at any time there wouldn’t be any con- 
tract standing in the way of a competitor, 
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if it should want service at a lower cost? 

Mr. May. The proposal is that, if, after 
this contract expires in 1951, we are issued 
a certificate of public convenience and neces- 
sity by this commission, to serve the Detroit 
area, during the interim iod, for its re- 
quirement over 125,000, and, after 1951, 
the entire requirements, would we be satis- 
fied with a contract on a year-to-year basis, 
which would leave the way open for any 
other person, including Panhandle Eastern, 
subsequently to serve that market? 

CHAIRMAN OLps, Yes. 

Mr. May. I believe it would be the posi- 
tion of Michigan-Wisconsin Pipe Line 
pany that that would be satisfactory. These 
long-time contracts are sort of going out of 
existence, anyhow. ... 

CHAIRMAN O ps, I was interested in your 
statement that your company is proceed- 
ing on the assumption that the commission 
can, at any time, step in, regardless of the 
type of certificate under which you are op- 
erating, and, if they find that another com- 
pany can give more adequate service, or 
service at lower cost, take such action as may 
be necessary to have that company supply 
the Detroit area, we will say, instead of your 
company. 

Mr. May. I think that is inherent in the 
provisions of the act, and there is no ques- 
tion in my own mind but what the commis- 
sion does have that authority at any time. 

CHAIRMAN O tps. Will that be stated in 
the prospectus on the basis of which your 
securities are issued? 

Mr. May. I should think there would be 
no objection to that, Chairman Olds. I think 
the filing of the prospectus is a pretty long 
way off right now, but I shouldn’t think 
there would be any objection to that. If they 
ask me for an opinion, I will certainly tell 
them that is the law, as I sincerely believe 
that that is the law. I think that is what 
Congress intended the law should be, and I 
think that is the way this commission has 
interpreted it in the past, that is the way 
Congress knew this commission interpreted 
the section, and the Congress put a specific 
provision in § 7, by the 1942 amendments, 
in which it continued that authority in this 
commission. 

I don’t think there is any question but 
what this commission, and other Federal 
regulatory bodies—as I have demonstrated, 
I think, by this decision of the 3-judge dis- 
trict court in the California motorbus case 
—even in the absence of a specific —e 
—have demonstrated that it is inherent. It 
has to be. And I make that statement v 
forcefully. It has to be. Because I don’t think 
that in any of the Federal regulatory statutes 
the Congress has ever given any company 
subject to regulation, through a grandfather 
certificate or otherwise, any monopoly for- 
ever after, to continue to serve its customers, 
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no matter how inadequately, and the regula- 
tory commission having no authority to pre- 
vent that type of situation from continuing. 


It would appear that this is a case 
whose final outcome may be of more than 
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passing significance in the regulation of 
pipe-line companies by the Federal 
Power Commission, under the Natural 
Gas Act. 

—R. S.C. 





Natural Gas and Coal Conflict at 
FPC Hearings 


) by an address before the annual meet- 
ing of the Arkansas Utilities Associa- 
tion, at Hot Springs, Arkansas, on May 
13th, E. Holley Poe, gas consultant, com- 
mented upon various phases in the con- 
duct of the series of Federal Power Com- 
mission hearings on natural gas. 

Directing his opening remarks to pub- 
lished statements by the coal industry 
that “our whole civilization, and the jobs 
which make that civilization possible, de- 
pends on bituminous coal,” he referred 
to that industry’s inefficient economics 
and poor labor relations history, and 
called its record one of “public disserv- 
ice.” 

The coal industry, Mr. Poe asserted, 
despite this record, “persists in trying to 
block the — progress of the natural 
gas industry . . . the reasons for their 
obstructionism are not hidden.” He 
stated : 


. The coal industry was not able to accept 
the challenge of the natural gas industry to 
participate in wholesome industrial competi- 
tion for the nation’s fuel business. The de- 
pendability, economy, efficiency, and fine con- 
venience of natural gas so overwhelm the 
coal industry that it felt called upon to use 
devious rather than direct, business-like de- 
vices if it were to have any measure of suc- 
cess in the competition. Interventions, objec- 
tions, and laments before the Federal Power 
Commission were reasonably effective de- 
vices, when used by the professional obstruc- 
tionists. 


HEN continuing, the speaker had 
this to say concerning regulation: 


The growth of the natural gas industry, 
which has taken place within recent years, 
is a growth that is predicated on efficient, 
economic, and dependable public service. In- 
cidentally, that will be our strongest hope 
and best incentive as the na gas indus- 
try’s case is presented at the closing hearing 
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of the Federal Power Commission’s natural 
e een, starting June 17th in 

Was hington. 

There is no question about our industry’s 
acceptance of reasonable ulation and the 
efficient operations under those reasonable 
regulations. But the question of additional, 
restrictive regulations is another matter. 
There is no reason to qualify the conditions 
under which natural gas may be used as long 
as it is produced, transported, and sold in 
free competitive trade, with general satisfac- 
tion to buyer and seller, as well as scientific 
regard for the aim of maximum ultimate 
recoveries from the reservoirs of both gas 
and oil. 

Those localized phases of the industry that 
vary from one state to another, and in fact 
vary within a single state, certainly should 
have the beneficial guidance of understand- 
ing state regulation, not the arbitrary, un- 
realistic regulation that is most apt to stem 
from Washington. 

Interstate transportation of gas clearly is 
a matter for Federal regulation, but no need 
can be seen for a Federal interest after the 
gas has been delivered. 


The opposition of the coal, railroad, 
and related labor groups, which con- 
fronts the natural gas industry, is not a 
new thing, declared Mr. Poe. It is, he 
said, “a repetition of the history of ef- 
forts by opposing groups to apply re- 
strictions to any technological or scien- 
tific or business development that is out- 
side their own realm of activity. From 
its very early days, in England, during 
the development of manufactured 
from coal, our industry has had its ad- 
versaries.” 


c= MENTING more specifically re- 
garding certain disclosures at the 
hearings, it was noted by the speaker that 
Now, the dominant ublic revelation, while 

the Federal Power Commission was on its 


long tour ee ng the natural gas in- 
dustry, was the ability of the well-organized 
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“WITH HER YEARS OF PERSONAL EXPERIENCE IN THIS FIELD, 
OUR MISS INIGLOO IS READY TO ANSWER ALL QUESTIONS 
CONCERNING FROZEN FOODS!” 


group of obstructionists to secure for itself 
the tacit aid of government, in retarding the 
normal competition of an economically and 
socially desirable commodity, in markets 
where there is proved demand for that com- 
modity. ... 
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Presiding Federal Power Commissioner 
Smith restated at the opening of almost 
every scene of the investigation that the pro- 
ceedings are not adversarial, There cannot 
be many observers who doubt that the pro- 
ceedings are adversarial, But, of course, the 





WHAT OTHERS THINK 


coal industry admits that it is battling, bit- 
terly, against the natural gas industry. The 
battle has no subtlety about it and it has 
the convenience, wittingly or unwittingly, of 
the FPC rostrum. 

Governors, state commissioners, members 
of Congress, mayors, industrialists, labor 
representatives, and qualified representatives 
of the natural gas industry, read their pleas 
for natural gas into the C record from 
Kansas City to Charleston. 

There was indicated, emphatically, a gen- 
eral readiness to buy natural gas for its 
economy, efficiency, and cleanliness. 

The supply situation was well established. 
The well-head end of our industry is calling 
for markets. It has plenty of gas to sell. 

The economic desirability of joining the 
plentiful supply with an anxious and diversi- 
fied demand is sound business procedure. 


Turning then to the question of what 
may be the outcome of this natural gas 
investigation, Mr. Poe expressed the be- 
lief that 


The current investigation can result in 
clarification of the complex and confused 
issues in the administration of the Natural 
Gas Act. It can result in necessary amend- 
ments and revisions of rules, regulations, and 
practices to establish consistency in proce- 


dures before the commission. Then, good 
may very well come from it. 

If equitable policies and procedures can- 
not be confined to legitimate and accepted 
regulation of industry, rather than on the 
issue of socialistic regimentation versus free 
enterprise, the Federal Power Commission 
will fail in the purpose for which Congress 
created the Natural Gas Act. 

As long as the American people have the 
incentive and the spirit of individualism to 
improve their lot in life, the power of gov- 
ernment cannot extend indefinitely. Let us 
all hope for constructive results, based on 
traditional American principles, from the 
big FPC investigation. 


HE case that would be presented for 

the natural gas industry at the hear- 
ing in Washington, D. C., in June, had 
been prepared in good faith, declared Mr. 
Poe, in closing his address, and followed 
closely the enormously complex outline 
issued by the Federal Power Commis- 
sion. And, he declared it as his belief that 
there is neither urgent reason within the 
natural gas industry, nor outstanding 
qualification and performance on the part 
of the commission, to justify additional 
hampering restrictions. 





Utility Advertising Men Urged to 
Keep Public Relations in Mind 


HE “why and wherefore” of the Na- 

tional Association of Electric Com- 
panies, the functioning of its headquar- 
ters office in the nation’s capital, and the 
importance to operating utilities of their 
local public relations, were outlined to 
members of the Public Utilities Adver- 
tising Association at its Atlantic City 
convention, June 11th, by Ted Crosby, 
assistant to the electric association’s 
president. 

Beginning his remarks with a brief 
recital of the anomalous situation which 
has developed over a period of years— 
the continuous and widespread attacks 
upon the investor-owned electric indus- 
try, despite its outstanding record of 
progress in developing a new form of 
power and making it widely available— 
Mr. Crosby referred to various phases in 
which these attacks might be considered. 


He then made the following statement: 


The first phase of the campaign against 
the utilities was what we shall term the 
“smear phase.” Diligent investigators and 
inquisitors ferreted out every mistake made 
by a utility and each was spread on the rec- 
ord and broadcast to the nation. At the same 
time experienced lecturers toured the na- 
tion’s schools and secured audiences before 
civic groups and seized upon the new med- 
ium of radio, to blast the utilities and preach 
the gospel of public ownership. 

The next phase was the “competitive 
phase.” Federal funds were dangled before 
municipalities and other bodies to inveigle 
them into going into competition with, or 
taking over, the utilities that served them. 


HEN, following the launching of the 
Tennessee Valley Authority proj- 
ect, as a “yardstick” for utility opera- 
tions, in the then existing crusading at- 
mosphere, the Holding Company Act 
was passed. Noting that some of its pro- 
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visions were needful and beneficial, the 
speaker said that others were inserted 
for the sole purpose of emasculating the 
utility industry, in what might be called 
the “attrition phase.” He continued: 


. . . Under these op ep soe of the act we 
find one agency of the government forcing 
a company to sell a subsidiary and fixing the 
maximum price which another private com- 
pany may pay for the property. Then the 
agency looks out the window while another 
agency of government lends money to a pub- 
lic ownership body so that it can offer an in- 
flated price and outbid the private company, 


ship. The money changers in the temple were 
pikers—they should have figured out a pub- 


and so force the property into public owner- 


The electric service business is a highly 
technical business, and those who move in 
the inner circle of its technol speak a 
language that is as Sanskrit to the man in 
the street. By its very nature the business re- 
quires large capitalization and its efficiency 
is increased by integrations. These factors 
of mystery and bigness automziically arouse 
suspicion in the mind of the citizen who is 
called upon each month to pay for something 
which he cannot see and which he is told 
he used in an amount computed by an in- 
tricate device belonging to the vendor. This 
citizen, this voter, is prime prey for the 
political agitator. 


BSERVING then that every utility op- 
erating company is continually en- 


lic ownership racket. gaged in carrying on public relations ac- 
Commenting that when the war came _ tivities and that such programs must, of 


the utilities were not found wanting—re- 
sources were pooled and integrations ex- 


necessity, be geared to local conditions, 
Mr. Crosby made clear the real function 


tended—Mr. Crosby pointed out that of the association, stating: 


public power promotion has continued. 
Transmission facilities have been built 
which are now unused, and there is a 
great surplus of generating capacity at 
these Federal projects. Then he added 
this interesting observation : 


It is ironic that an $18,000,000,000 indus- 
try, which contributes 600 millions of dollars 
in taxes each year, is subjected to a steady 
barrage of adverse propaganda emanating 
from agencies operated at public expense. 
Senator Hickenlooper, of Iowa, called the 
turn a couple of weeks ago when he said 
that the Federal government spends more 
than $74,000,000 annually for propaganda 
and publicity activities which, he declared, 
are designed to perpetuate bureaucratic con- 
trol over the affairs of our people. He said 
that administration spokesmen use the peo- 
ple’s own money to distribute propaganda. 
The people are given a one-sided presenta- 
tion of the claims of the bureaucrats. The 
technique for developing public sentiment is 
used to beat down the opposition. 


Reminding his audience of the saying, 
“it’s a long lane that has no turning,” 
Mr. Crosby said: 

... we'd like to think that we’re at the turn. 

We'd like the National Association of Elec- 

tric Companies to be considered as the rally- 

ing point for an industry that is determined 
to continue to exist and expand and con- 
tribute to the greatness of America. 

As to the conduct of the electric util- 
ity business and the relations with cus- 
tomers, it was noted : 
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But the association has a definite responsi- 
bility for guiding the public relations of the 
industry at a national level. It has been only 
too true that, in the past, companies which 
have maintained the best of public relations 
in their communities have suffered exten- 
sively through the operation of policies 
which were devised in the national center. 
How well we recall the protests of the plan- 
ners who said, “The TVA won't hurt the 
electric companies in the area, it will help 
them.” Today there are no private utilities 
in the TVA area and we are reminded of the 
old exclamation, “My, Grandma! What big 
teeth you have!” 

Congress, of course, approves, modifies, or 
rejects the appropriation bills and tries, no 
doubt, to maintain a nice balance between 
"peepee and the state of the national 
debt. ... 

But when Congressmen are confronted 
with grandiose schemes for hydroelectric 
projects, backed up by reams of evidence 
from Federal agencies, we consider it our 
duty to the customers, the employees, and 
the stockholders of the operating utilities 
which will be affected by these schemes to 
bring out the evidence on our side, the tax- 
payer’s side, of the picture. 

_ It is our function then to survey the situa- 

tion and to canvass the Anche hte An for the 
most qualified witnesses available to appear 
before the congressional committees and 
present factual material. We have then the 
spectacle of the congressional committee first 
hearing the scores of witnesses of the gov- 
ernment agencies seeking the appropriations 
or legislation in question and then hearing 
the testimony of witnesses for the other side. 
It is all right and proper—it is within the 
law and it makes common sense. 





WHAT OTHERS THINK 


DDRESSING, as he was, a group of ad- 
A vertising men, Mr. Crosby recog- 
nized that they were, of course, interested 
in the phenomenon of national capital 
journalism. Newspapermen there, he 
said, are like newspapermen everywhere 
—they are concerned with news. He fur- 
ther remarked: 


It’s a basic formula that what a Congress- 
man says is news—and, if he says something 
spectacular, it’s spectacular news and it 
makes the headlines. This is more evident 
today than ever before. We have just gone 
through the greatest war in history when 
almost daily the public was knocked back on 
its heels by some tremendous news story. 
Emotionalism and bias have been enjoying a 
field day. Having feasted on that kind of 
fare the public is going to take a dim view 
of any story that is only a run-of-mill col- 
lection of facts, all very true but generally 
trite. 

Certain phases of public ownership, nota- 
bly the TVA and Grand Coulee, have had 
what is called in theatrical circles a “good 
press.” This is only natural. The American 
people are interested in big things—the 
fastest plane, the biggest dam, and develop- 
ments that are area wide. Such things enjoy 
a natural glamour. Now the over-all aspect 
of the region in which the TVA functions 
has no doubt been improved—that is to be 
expected when you pour a billion dollars 
= an area, at the rate of $20,000 a square 
mule, 

That will put up a lot of nice cottages 
and do a generally satisfactory job of com- 
munity face lifting. You and I know that 
TVA is Utopia on the surface and Com- 
munism under the skin. But it has been a 
golden cornucopia for the Tennessee valley 
—financed by you and me and every other 
taxpayer in the country... 


Then, as a matter of practical policy, 


this view was expressed : 


I believe that we have a certain responsi- 
bility to the public to debunk public owner- 
ship and whenever we have the opportunity 
to put a spotlight on its fallacies we shoul 
do so. However we must keep in mind the 
fact that no program can be really fruitful 
if it is concerned merely with being against 
something. We've got to be for things—for 
private enterprise, for lower rates, for a 
higher standard of living, for the communi- 
ties in which we operate. You must prove to 
your public that you are alive and aggressive 
and that your company can do a better job 
for them than a _— power organism can. 

The burden of saving the electric utility 
industry rests mainly on the shoulders of the 
individual companies. And you, as the ad- 
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| gaa men, must help to carry that bur- 
en. 

Let me remind you of the observation 
of Dr. Nicholas Murray Butler, who said, 
“I divide the world into three classes—the 
few who make things happen, the many who 
watch things happen, and the overwhelming 
majority who have no notion of what hap- 
pens.” 

Too many utility men are in the second 
classification—they are spectators. They 
adopt the attitude that as long as nothing is 
interfering with their enterprise they need 
not bestir themselves. 


Hy, then, is this attitude a “de- 

lusion”? Mr. Crosby sketched 
vividly to his hearers what has happened 
in the past decade, by saying: 


... The Tennessee Valley Authority was cre- 
ated and in a short time the private utilities 
of that area were no more. Today the repre- 
sentatives from that area in Congress— 
where the fate of the industry is finally de- 
termined are all public power minded. 
Down in the Southwest the proponents of 
public power are working overtime trying to 
create a [TVA-type] Southwestern Power 
Authority. If they succeed what does it 
mean? It means a host of new recruits to the 
public power bloc in Congress. Next might 
come the Columbia Valley Authority or the 
Missouri Valley Authority—and more mem- 
bers of the public power bloc. This sort of 
thing could go on until the legislative scales 
are tipped irrevocably against the industry. 

That’s why, when public power crops up 
anywhere in the country today, it should be 
a cause for alarm in the breast of every 
utility man everywhere in the country. It 
should provoke him to action. It should be 
no different than it was with the early pio- 
neers—when the redskins went on the war- 
path the settlers rallied from miles around 
and put up a concerted defense. 


In urging the need for each operating 


utility company to watch closely its rela- 


tions at home with the people of the com- 
munities served, the speaker said: 


The specific for the disease of public 
power will not be found in Washington— 
there’s no panacea to be concocted on the 
spur of the moment. It is, however, the duty 
of each organization to do its job at the grass 
roots. Mould your public relations so that 
those who represent you in Congress have a 
healthy respect for you. And that means just 
one thing—doing a bang-up public relations 
job with your own public. And do it now. 

I know that, as advertising men, your first 
love is sales—sales of kilowatt hours and 
sales of appliances. That is all well and 
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good. Increased sales mean lower rates, 
and that makes friends for the industry. But 
when you are drafting your sales programs, 
keep a weather eye out for public relations 
and consider every action in the light of its 
impact on public relations. After all, what’s 
the good of building load if, in the end, you 
lose your company? 


N closing, Mr. Crosby made this brief 
I comment about the policies of his as- 
sociation and its methods of conducting 
its affairs: 


The association will go forward as the 
national representative of the private utility 
industry working along policy lines that have 
been publicly proclaimed. Our actions and 
expenditures are under constant scrutiny. It 
would be difficult to assay the accomplish- 
ments of the association in the short time 
that it has been in operation. We believe we 
have been effective in some matters and this 
is reflected by the attacks which have been 
made to date. Some matters to which we 
have given our attention are of a long-term 
nature and much will depend upon how 
well we are able to follow up. Our staff is 
small, but experienced, and our funds are 
by no means ample. 

We hope that with augmented membership 
and increasing experience we can do a better 


The emphasis placed by Mr. Crosby 
upon public relations at the grass roots, 
and that this factor in a utility com- 
pany’s affairs should be kept well in mind 
by advertising men, directs attention to 
an angle of this Federal power competi- 
tion which should not be overlooked. In 
this connection, it has been encouraging 
to note in recent months that an increas- 
ing number of private utilities are tell- 
ing the people in their communities the 
little known facts about the public power 
situation. 

This is being done in newspaper adver- 
tisements and in annual reports to secur- 
ity holders. And, at the same time, the 
local public is made more conscious of 
what their home utility means to their 
community. 

It will be interesting to see if the forth- 
right talk by Mr. Crosby, to the national 
organization of utility advertising men, 
so awakened them to a realization of the 
part they can play in this much needed 
education that further practical progress 


will be made in that direction. 
—R. S.C. 





and better job of delivering the goods. 


TS squeeze On profits and the serious encroachment by 
labor and government into managerial functions is a 
serious threat to business enterprise. In the 1930's the flow of 
fresh capital was sharply reduced largely because the money 
that should have gone into capital savings was siphoned into 
governmental channels. During this period there was a penaliz- 
mg of bigness through a system of crushing, punitive, and dis- 
criminatory taxes and hodgepodge governmental interference 
with economic laws. The more effectively a concern created in- 
come and jobs, the greater the penalty imposed. The net result 
was to destroy job money, with the consequence that at the end 
of the decade there were approximately eight million unem- 
ployed. Now a similar attack is being made, with the union as 
a spearhead, backed by the great influence of the Federal gov- 
ernment. The consequence of these attacks is to destroy the 
profit motive and shackle management.” 

—Excerpt from “New England Letter,” 

First National Bank of Boston. 
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The March of 
Events 


Power Orders Revoked 


T HE emergency power orders issued during 
the coal strike to conserve soft coal sup- 
plies were revoked last month by the Civilian 
Production Administration. 

Two of the orders required electric com- 
panies to use fuel other than coal wherever 
possible in generating electric power, and to 
hook up transmission lines wherever necessary 
to make the greatest possible saving of coal. 
Another of the orders, in effect since May 9th, 
ordered the rationing of manufactured gas 
whenever a gas company’s supply of coal fell 
below a 3-week supply. 

Four manufacturers of gas found it neces- 
sary to invoke the order in Indiana, Wisconsin, 
New Jersey, and New York. 


WAA Sells Lines 


wo electric transmission lines built to serv- 

ice the Big Inch and the Little Inch pipe 
lines have been sold to the Arkansas-Missouri 
Power Corporation, which purchased 62 miles 
for $326,835, and the Missouri Utilities Com- 
pany, which paid $215,489 for 55 miles to the 
War Assets Administration. 

The lines were sold subject to the purchasers’ 
guaranty to continue to supply power to the 
—— stations of the pipe lines at the rate 
originally established. 


Electric Line Start Planned 


| go emey for 350 miles of transmission lines 
linking Oklahoma, Arkansas, and Texas 
hydroelectric projects will start immediately, 
Douglas G. Wright, administrator of the 
Southwestern Power Administration, an- 
nounced last month. 

Wright said he expected a congressional ap- 
propriation of $7,500,000 for the work to be- 
come final about July Ist, after which he would 
meet with public utility officials from Okla- 
homa, Arkansas, Texas, Louisiana, Kansas, 
and Missouri. He explained he would discuss 
with the utility representatives the complete 
integration of hydroelectric dams with exist- 
ing utility company facilities. 

The $7,500,000 appropriation approved by 
House and Senate would finance transmission 
lines connecting the Grand River dam in Okla- 
homa with the Norfork dam in Arkansas and 
the Denison project in Oklahoma and Texas. 
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AGA Convention Program 


4 HE twenty-eighth annual convention of the 
American Gas Association at Atlantic City, 
New Jersey, during the week of October 7th, 
promises to reach new high levels in entertain- 
ment and educational value, as well as in at- 
tendance, Irving K. Peck, chairman of the con- 
vention committee and vice president and gen- 
eral manager of the Manufacturers Light & 
Heat Company of Pittsburgh, recently re- 
ported. The program is being carefully 
arranged, with every possible consideration 
being given to effect a proper balance of sub- 
jects of wide industry interest so that every 
member present will benefit through attendance 
at the convention. 

On Monday morning, October 7th, the manu- 
factured gas department will meet at the Tray- 
more hotel and the natural gas department in 
the Claridge hotel. In the afternoon an em- 
ployee relations forum will be held in the audi- 
torium. 

General sessions will be held in the audi- 
torium on Tuesday and Wednesday mornings. 
Another general session with entertainment 
features and two general addresses of interest 
to the delegates, and the presentation of gen- 
eral awards, will be held on Wednesday eve- 
ning 

The industrial and commercial gas section 
will open its convention activities with a 
luncheon meeting at the Traymore on Tuesday, 
and will hold another meeting at the Traymore 
hotel on Thursday afternoon. 

The residential gas section will hold its meet- 
ings in the auditorium on Wednesday morning 
and Thursday afternoon. 

The home service breakfast, a popular 
feature of many past conventions, will be held 
at the Traymore hotel Wednesday, and a home 
service round table will be conducted at the 
Claridge hotel on Tuesday afternoon. 

The accounting section is planning a general 
session on Tuesday afternoon and general ac- 
counting and customer accounting sessions on 
Wednesday morning at the Ritz Carleton hotel. 

The technical section will hold three sessions 
—all at the Ambassador hotel—on Tuesday 
afternoon, Wednesday morning, and Thursday 
afternoon. 

Friday is being reserved for miscellaneous 
meetings, including committee meetings which 
may be advisable. Every effort is being made 
by the convention committee to avoid conflict 
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of meeti so that the gas men and women 
may attend all the meetings in which they have 
an interest. 


Authorized to Continue 
Operation 


RKANSAS LouIsIana Gas CoMPANY, Shreve- 
port, Louisiana, has been authorized (1) 
to continue operation of its “L system” which 
was constructed under contract with De- 
fense Plant Corporation to serve gas to Arkan- 
sas war plants, (2) to continue operation of 
pipe-line facilities authorized for wartime use 
to supply gas to the Ozark Ordnance Works, 
El Dorado, Arkansas, and the Shumaker Naval 
Ordnance Plant in Ouachita county, Arkansas, 
and (3) to construct additions to the “L sys- 
tem” to render additional service and to re- 
move portions of the line no longer needed. 
Facilities to be constructed are estimated to 
cost $530,391. 

The “L system” includes about 91 miles of 
18-inch pipe line extending from a gasoline 
extraction and desulphurization plant owned by 
Arkansas Fuel Oil Company in Columbia 
county, Arkansas, to applicant’s Perla regulat- 
ing station in Hot Springs county; about 9 
miles of 12%-inch pipe line extending from the 
Perla station to Jones Mills; 22 miles of 12%- 
inch pipe line from Perla station to Bauxite 
Junction; and about 21 miles of 103-inch and 
123-inch loop line between the Perla station and 
Bauxite Junction. 

As war plant operations have been curtailed, 
the company plans to use the “L system” to 
serve the Lynch power plant now under con- 
struction by Arkansas Power & Light Com- 
pany at Rose City near North Little Rock, 
Arkansas; to maintain adequate service to the 
public in Little Rock and North Little Rock, 
Arkansas; and to supply gas to the Aluminum 
Ore Company and two plants of the Dulin 
Bauxite Company. 

In order to bring the gas pressure at the 
Arkansas Power & Light plant up to require- 
ments, Arkansas Louisiana proposes to add to 
the “L system” new facilities consisting of 
about 16 miles of 123-inch connecting pipe line 
extending from Bauxite Junction, Arkansas, to 
Little Rock, Arkansas; about 5 miles of 12%- 
inch pipe beginning on the first line and con- 
tinuing with 44 miles of 8§-inch pipe to the site 
of the Lynch plant. Two 8§-inch lines, each 
5,950 feet in length, would be used in crossing 
the Arkansas river. The new facilities would 
eliminate need for portions of the 4-inch lines 
serving the Aluminum Ore vey aed and the 
two plants of the Dulin Bauxite Company, and 
the application asked authority to remove 20,- 
082 feet from the west end of these lines. 

Arkansas Louisiana, a subsidiary of Arkan- 
sas Natural Gas Corporation, distributes 
natural gas at retail to 109 communities in 
Arkansas, Louisiana, and Texas, and sells 
at wholesale to the Arkansas Western Gas 
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Company, the Interstate Natural Gas Com- 
pany, and the Southern Production Company, 
in addition to serving a number of industrial 
customers. 


Recapitalization Plan Approved 


,y > Paul Leahy in the Federal District 
Court at Wilmington, Delaware, last month 
approved the compromise recapitalization plan 
for Central & South West Utilities Company 
as “fair and equitable.” 

The plan provides for a settlement of all 
claims of public holders of Central against 
Middle West Corporation, the parent company. 

In canveving. the plan as requested by the 
Securities and Exchange Commission, the court 
dismissed the motion of common A stock- 
holders who objected to the plan on the ground 
that it was not “fair and equitable” to the 
public holders of Central & South West. 

The court held the record sustains the de- 
termination that the compromise, as to all of 
the claims, was arrived at through arm’s- 
length bargaining and dealing, and the findings 
of the commission that the plan is “fair and 
equitable” is supported by the evidence. 

The plan which was approved by the commis- 
sion on May 8, 1946, provides for merger of 
Central & South West and its subsidiary, 
American Public Service Company, and a re- 
capitalization of surviving company on a com- 
mon stock basis only. 

It also provides for Middle West to give up 
264,000 common shares of the new company, 
plus adjustments, to the outside common stock- 
holders in settlement of claims advanced on 
their behalf against Middle West. 


Hanrahan to Succeed Purcell 


Pageant Truman appointed Edmond M. 
Hanrahan of New York recently to be a 
member of the Securities and Exchange Com- 
mission, succeeding Ganson Purcell, whose 
resignation as chairman of the agency was ac- 
cepted by the Chief Executive to become 
effective July 1, 1946. 

It was the second time that the President’s 
nomination of Mr. Hanrahan as an SEC mem- 
ber had been sent to the Senate. The first time, 
nearly two months ago, it had to be withdrawn 
hastily when it was discovered that there was 
no vacancy for him to fill since Mr. Purcell 
had merely expressed an intention of quitting 
and had not formally submitted a resignation 
to the President. 

In a letter to the President last month ask- 
ing to be relieved of his duties, Mr. Purcell 
said that in his experience on the SEC, dating 
almost from its inception, the agency had “en- 
deavored to achieve the maximum of protec- 
tion for the investing public with a minimum 
of interference with the proper functioning of 
our financial system.” He remarked that the 
effort had been to “strengthen rather than to 
alter the basic structure of our free economy.” 
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President Truman told the retiring chairman 
he had richly earned the right to retire to pri- 
vate pursuits after nearly sixteen years in the 
Federal service and said his countrymen would 
long remember what Mr. Purcell had done in 
their behalf. 

Mr. Purcell will become the Washington 
partner in the New York law firm of Root, 
Ballentine, Harlan, Bushby & Palmer. 


Forecasts Waterway Defeat 


ARROLL B. Huntress, chairman of the New 

York State Conference in opposition to the 
St. Lawrence waterway project, last month 
forecasted that an amendment approved by the 
Senate Foreign Relations Committee would 
bring defeat of the agreement in the Canadian 
Parliament. Expressions of opposition have 
been received from Canada, he said. 

The amendment, offered by Senator Scott 
Lucas, would leave to the sole discretion of this 
country the volume of water that could be 
diverted from Lake Michigan into the Illinois 
canal, thus leaving to the United States full 
control of the canal water level in time of 
emergency. An example of such an emergency 
was the recent coal strike, when the volume of 
water was increased to heighten power. 

“This concession, profoundly affecting vital 
Canadian interests, will not be made by any 
Canadian government,” Mr. Huntress said. 
“The question has already been raised among 
Canadians as to the conflict between the Lucas 
amendment and previous treaty commitments 
between the two countries. Canadians are of 
the opinion that the amendment would destroy 
the International Joint Commission. 

“The prestige of the United States, great as 
it is, is not sufficient to persuade the Parlia- 
ment of Canada to support any agreement 
which gives to the United States sole control 
over vast and vital waterways, which are today 
the joint possession of the United States and 
Canada.” 


Dissolution Case Continued 


fam District Judge Gunnar H. Nordbye 
on June 25th granted an indefinite continu- 


ance in es looking toward dissolution 


of the Northern States Power Company of 
Delaware, holding company for the Northern 
States Power Company of Minnesota. 


Freight Rate Rise Authorized 


| Cpe ed rate increases effective July Ist, 
which will net railroads an estimated $390,- 
000,000 annually, were authorized recently by 
the Interstate Commerce Commission. The 
rates apply to rail and water movements in 
interstate commerce but do not affect existing 
passenger fares. 

The commission, following hearings on an 
application filed by the rattan Fa on Apeil 15th, 
when they asked for a 25 per cent increase to 
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compensate for higher wage and materials 
costs, granted an average advance of 6 per cent, 
with exceptions for certain basic commodities 
such as products of agriculture, livestock and 
products, and low-grade products ty — 
such as sand, gravel, broken rock, and slag. On 
such commodities the approved increase is 3 
per cent of the going rates. 

A further increase of 5 per cent of the ap- 
proved rates is allowed in eastern territory, 
except upon anthracite and bituminous coal, 
lignite, and iron ore. 


Crowley Ordered to Resign 


HE Federal Power Commission issued an 

order on June 24th prohibiting Leo T. 
Crowley of Chicago from continuing to serve 
as a director of three utility corporations on 
the ground that he had not been sufficiently 
active in their affairs. 

The order applied to directorships in the 
Duquesne Light Company, Pittsburgh; the 
Wisconsin Public Service Corporation, Mil- 
waukee; and the Louisville Gas & Electric 
Company, Louisville. He also was denied per- 
mission to serve as chairman of the executive 
and financial committee of the Duquesne Com- 
pany. 

The commission said that Mr. Crowley ap- 
plied on March 25th for permission to serve on 
the boards of the companies, But, according to 
the commission, Mr. Crowley had not attended 
any meetings of the boards of Wisconsin Pub- 
lic Service and Louisville Gas and was present 
at only one meeting of Duquesne. 

The commission invoked § 305(b) of the 
Federal Power Act, which prohibits anyone 
from serving simultaneously as a director or 
officer of more than one utility company or firm 
dealing in utilities securities. This act, how- 
ever, makes exceptions permitting service in 
more than one company if public and private 
interests are not affected adversely. 


Changes Asked in Securities Act 


N amendment of the Securities Exchange 
Act of 1934, aimed at extending the pro- 
spective provisions of the measure to investors 
in securities of 1,000 unregistered companies 
having assets of $3,000, 000,000 and more than 300 
security holders, was recommended recently to 
Congress by the Securities and Exchange Com- 
mission. A 118-page report, detailing reasons 
for the suggested legislation and containing 
numerous exhibits, was made public in the 
commission’s headquarters at Philadelphia 
simultaneously with its filing in the House and 
Senate at Washington. 

“The moderate and overdue” action, the gov- 
ernment agency declared, would further extend 
safeguards which are at ‘the hub of the Securi- 
ties Act, sponsored by the late President Frank- 
lin D. Roosevelt to “protect the public” through 
Federal supervision of traffic in investment 
securities in interstate commerce. 
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If enacted into law, the amendment would 
subject the 1,000 affected companies to the re- 
porting and related requirements of §§ 12, 13, 
14, and 16 of the act now applicable only to 
securities listed on exchanges. Thus an im- 
portant segment of securities now traded over 
the counter would be placed in the same posi- 
tion as those listed on exchanges, since their 


issuers would have to file periodic reports on 
their financial condition as well as supply in- 
formation on proxy solicitations and trans- 
actions of insiders. 

Evils needing correction, although not “as 
bad as anything the act was designed to elimi- 
nate,” are revealed clearly by current surveys 
and case histories, the report advised Congress, 


Arkansas 


Power Rates Cut 


7 HE state public service commission last 
month approved the Arkansas-Missouri 
Power Corporation’s proposal to reduce rates 
for industry, wholesale for resale to codpera- 
tives, municipal water system pumping, and 
municipal street lighting by $45,000 annually, 
effective on billings after June 27th. 


Charles C. Wine, commission chairman, said 
industrial rates would be reduced 6 per cent, 
wholesale for resale to codperatives 10 per cent, 
city pumping 26 per cent, and street lighting 40 
per cent. 

Commercial and residential electric rates 
were reduced $124,000 annually in May. 

The corporation serves northeast Arkansas 
and southeast Missouri. 


California 


City Wins Disputed Fund 


AN FRANCISCO received $688,701.58 from the 
state supreme court last month. The money 
was the unredeemed difference between the 7- 
cent fare collected by the Market Street Rail- 
way, now part of the city system, and the 6- 
cent fare that was ordered by the state railway 
commission before its merger. 

The city won the money by a majority de- 
cision in a 3-way tussle with the Market Street 
Railway and the state of California, Originally, 
the court had ordered the money turned over to 
the state’s unclaimed fund, but modified its 
order on petition of the city and the Market 
Street Railway. 

The decision, written by Justice Shenk and 
concurred in by Chief Justice Gibson and Jus- 
tices Carter, Traynor, and Spence, held the 
city was the natural beneficiary inasmuch as 


citizens paid the extra cent while the issue was 
in litigation. 

Market Street Railway passengers had been 
issued l-cent receipts for the disputed 1-cent 
reduction during the period of litigation, but 
only $12,014.45 was redeemed. 

The money had accumulated at the rate of 
$100,000 a month for a little over seven months, 
representing the difference between the two 
fares, which the Market Street system de- 
posited while appealing the reduction order. 
The funds were impounded November 30, 1944. 

The majority opinion held the Market Street 
Railway was not entitled to the money because 
it lost:its appeal from the order reducing the 
fare. The dissent of Justices Edmonds and 
Schauer held the Market Street Railway col- 
lected the money, hence should have it. 

A 4-day strike on the city’s street railway 
system ended on July 3rd. 


Connecticut 


Heads Utility Board 


Paecars to its policy of annual rotation of 
the chairmanship of the commission, the 


state public utilities commission announced re- 
cently the election of Clyde Olin Fisher, of 
Portland, as chairman of the commission, effec- 
tive July 1, 1946 


Indiana 


Control of Funds Upheld 


AS opinion that the Indianapolis city council 
has the power to investigate the Citizens 
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Gas & Coke Utility was given on June 25th by 

Arch N. Bobbitt, city corporation counsel. 
However, Mr. Bobbitt also said the utility 

board of directors has the sole power to de- 
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termine whether any surplus operating revenue 
shall be turned over to the city general fund, 
so long as there is no abuse of discretion nor 
arbitrary action by the board. 

The opinion was given to Herman E. Bow- 
ers, chairman of the council’s finance com- 
mittee, and was requested after the council de- 
cided June 3rd that the municipally owned 
utility should pay more money to the city. 


> 


Mr. Bobbitt said it was clear from considera- 
tion of the Public Utilities Act as a whole that 
the department of public utilities, in cities of 
the first class, is an executive department of 
the city government. He pointed out then that 
the common council of such city has the power 
to investigate and supervise all departments, 
officers, and employees of the city, and also has 
access to all records in such an investigation. 


lowa 


City Adopts Lower Rates 


HE Des Moines city council last month 
passed the new gas and electric rate ordi- 
nance which, officials of the Iowa Power & Light 
Company said, will save the city and immediate 
surrounding areas a total of $314,877 a year. 
Mayor John MacVicar, however, as a con- 
cession to the groups which contended that the 
rate reductions should be larger, announced 
that the council will consider all suggestions, 
and will open the subject again next fall. 


The mayor pointedout that the rate ordinance 
may be amended at any time the council sees 
fit, and that the council felt it wise at this time 
op ahead with a saving of “more than $314,- 


Mayor MacVicar stated that the new rates 
would apply at once to all meters read after 
June 20th. He added that householders whose 
meters already had been read would not get 
the reduction until July. 

The ordinance was passed with a minimum 
of preliminary discussion. 


Kansas 


Electric Rates Reduced 


ESIDENTIAL and commercial users of electric 
service in a number of Kansas cities 
served by the Kansas Power & Light Company 
will benefit by lower rates put into effect on 
July 1st, it was reported recently. 

Cities which benefited by the new rate 
schedules were Hutchinson, Salina, Abilene, 
Junction City, Manhattan, Atchison, and South 
Hutchinson. 

New schedules providing for savings to these 
two classes of electric consumers were filed 
recently with the state corporation commission. 

“The filing of the new schedule is another 


step in our general rate program which calls 
for reduced rates when conditions appear to 
warrant,” Deane E. Ackers, president of the 
utility, said. 

“Predicated upon 1945 consumption, we esti- 
mate these new schedules will result in a sav- 
ing to customers in the classifications affected 
in the cities covered by this filing, of about 
$137,000 per year. Previously, on April Ist, re- 
duced rates were put into effect in many of the 
small towns and communities in our territory. 

“The wide acceptance and increased use of 
electric service, and the outlook for still further 
expansion in the future, we believe justify put- 
ting these lower rates into effect now.’ 


Louisiana 


House Votes Gas Price Curb 


HE state house of yes a last 

month by a unanimous vote of 79 to 0 
passed a bill by Representative Morris A. Lot- 
tinger, Terrebonne, bringing gas pipe lines 
under the jurisdiction of the state public serv- 
ice commission on their sales of gas at city 
gates for resale to domestic, commercial, and 
industrial consumers. 

Passage of the bill, unanimously approved by 
the ways and means committee, followed a 
compromise between the public service commis- 
sion and the gas pipe lines. The bill as origi- 
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nally introduced would have put all intrastate 
business of the pipe lines under the commis- 
sion’s jurisdiction, but direct industrial sales 
were excluded in the compromise arrangement. 

The bill provides, however, that the public 
service commission may inquire into the rea- 
sonableness of direct industrial rates, where in- 
dustries and communities are served from the 
same pipe line. Should it find that the indus- 
trial rate is too low, to the prejudice of domes- 
tic rates, it would have authority to revise the 
domestic rates downward. 

The commission for many years has had 
supervision over the gas rates within munic- 
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Setiien, with the exception of the city of New 
tleans. It does not, however, control the rate 
at the city gates, charged by the pipe lines to 
the distributing companies. Efforts in the past 
to obtain this authority have been bitterly op- 
posed by the pipe-line interests. 


Gas Resolution Killed 


HE state senate, by a vote of 25 to 2, on 

June 21st rejected a resolution by Senator 
Lloyd Hendrick of Shreveport which, in the 
first paragraph, purported to reaffirm the state’s 
policy against the export of gas to areas with 
coal and water power, but wound up by pro- 
viding for repeal of the policy when the well- 
head price for gas reaches 10 cents per thou- 
sand cubic feet. 


Defeat of the resolution left the state’s * wom 
as originally set forth in a 1942 resolution, 
passed by both branches of the legislature with 
one dissenting vote. 

Senator Hendrick, author of the resolution 
that was turned down, asserted that he had 
intended to vote for another resolution intro- 
duced and then withdrawn earlier in the ses- 
sion, which would have repealed the policy of 
the state outright. 

This was not taken to mean, however, that 
the action of the senate demonstrated any over- 
whelming sentiment in favor of the policy any 
more than it indicated overwhelming dissatis- 
faction with it. The resolution did not present 
any clear-cut issue on the controversy and sena- 
tors on both sides of the question joined en- 
thusiastically in burying the measure. 


Maine 


Company Announces Changeover 


HE Rumford Falls Light & Water Com- 

pany’s impending changeover from 40- 
cycle power for its customers will be the last 
such conversion in the country. Though 60- 
cycle current has for some time been the ac- 
cepted standard for domestic electricity, Rum- 
ford Falls Light & Water Company has not 
made the conversion before because it uses 
only 4 per cent of the output of the Rumford 
Falls Power Company, its source of supply, the 
remaining per cent going to the Oxford 
Paper Company, which will continue to use 40- 


cycle power. In codperation with the Maine 
Public Utilities Commission, however, Rum- 
ford Falls Light & Water Company now has de- 
cided to make the change, at an estimated cost 
of approximately $500,000. 

A consumer survey was being conducted by 
mail in order to determine exactly what elec- 
trical appliances in customers’ homes will need 
to be converted to use the new current. So far 
the plan has met with enthusiastic public sup- 
port and the changeover was expected to be 
effected without difficulty. Complete conver- 
sion will require an estimated thirty-six 
months, it was said. 


Massachusetts 


Plan Hailed As Milestone 


RESIDENT Floyd D. Campbell of the New 

England Gas & Electric Association termed 
the order of the Securities and Exchange Com- 
mission approving the association’s amended 
plan for recapitalization “a milestone in the 
efforts of New England Gas & Electric Asso- 
ciation to bring itself as a registered holding 
company in conformance with the requirements 
of the Holding Company Act of 1935.” 

Mr. Campbell said the agreement would sub- 
stantially reduce fixed charges and would en- 
able the resumption of dividend payments at 
an early date. 

The association’s plan, which it is hoped to 
make effective by pay Day, increases to seven 
the number of trustees to serve until the first 
annual election by the common stockholders. 

Charges by the S700 000 rent association will be ap- 
proximately $700, per year, compared with 
$1,925,000 at present. Since the filing of the 
plan in March, operations of the association’s 
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subsidiaries have continued on a basis only 
slightly below those of 1945. 


Rate Reductions Announced 


AS a result of conferences called by the 
Massachusetts Department of Public 
Utilities since January Ist, a total of $277,565 
will be made available at once in annual savings 
to customers of 13 electric companies. The re- 
ductions were announced by Chairman Thomas 
A. Flaherty of the department of public utili- 
ties, and were voluntary on the part of the 
companies involved. 

Added to Boston Edison Company’s volun- 
tary reduction of $1,200,000 in March and that 
announced by Western Massachusetts Electric 
Company of $225,000 through elimination of 
fuel charges from bills under 1,000 kilowatt 
hours per month in May, this brings total sav- 
ings to Massachusetts electric customers for 
the year 1946 to $1,702,565, computed on an 
annual basis. 
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Nebraska 


Close Power Line Deals 


Dama of what is expected to be 
western Nebraska’s largest REA under- 
taking took a major step forward recently with 
announcement that REA has allocated ,000 
for acquisition of lines from the city of Sid- 
ney and extension of 293 miles of rural lines. 
The announcement was made by Arthur 
Borcher of Sidney, a director of the Pine 
Bluffs Rural Electric Company, the REA 


affiliate through which the line purchase is 
being handled. 
The lines being acquired from Sidney will 
cost REA about $180,000. They include a 33,- 
000-volt transmission line which connects with 
a “high line” of Consumers Public Power Dis- 
trict in the North Platte valley, lines and prop- 
erties furnishing electric energy to the towns 
of Dalton and Gurley, and several other rural 
lines, substations, and other properties. The sale 
was approved by Sidney voters last month. 


* 
New York 


New Time-payment Plan 
Announced 


Ng my my a return to time-payment buy- 
ing by the public, Consolidated Edison 
Company of New York, Inc., has arranged a 
new standard finance plan for the purchase of 
gas and electric appliances and equipment by its 
customers through authorized appliance deal- 
ers, according to an announcement on july Ist 
by Brigadier General Ephraim F. Jeffe, vice 
president in charge of sales. 

Scheduled to go into effect on July 15th, the 
time payment program is designed to function 
at an average annual finance charge of $4.88 
per $100. It will be available at any of the 
Consolidated Edison showrooms or at any of 
the company’s codperating appliance dealers’ 


stores, of which there are 224 in Manhattan, 131 
in the Bronx, 277 in Brooklyn, and 179 in 
Queens. 


Sworn in for Transit Board 


M:crt O’Dwyer last month accepted the 
resignation of William Reid as a member 
of the board of transportation, swore in Wil- 
liam H. Davis, former chairman of the War 
Labor Board, as his successor, and then swore 
in Mr. Reid as a deputy commissioner. 

Mr. Davis, whose appointment was viewed 
as another step in the mayor’s campaign to 
stabilize labor relations on New York city’s 
unified transit system, will serve out Mr. 
Reid’s term, which would have expired on June 
30th, and would then be reappointed for a full 
6-year term. 


o 
Ohio 


Utilities Lower Rates 


ENNETH C, LONG, president and general 
omewy =! of the Dayton Power & Light 
Company, last month announced a rate reduc- 
tion program which, he said, would save 150,- 
000 customers $625,000 annually. 

The company serves residential, farm, and 
small commercial units in 24 Ohio counties, it 
was said. 

“As is true with most industries, we have had 
a cut in taxes and we intend to pass this sav- 
ing along to our customers,” Long explained. 


The company subsequently announced a $75,- 
paring in five divisions recently purchased 
from the Marion-Reserve Power Company. 
The divisions are at Marysville, Coldwater, 
Russell Point, Urbana, and Sidney. 

The state public utilities commission last 
month announced that new rate schedules filed 
on June 18th by the West Ohio Gas Company 
would save gas consumers of 11 Ohio towns 
$50,000 annually. The company serves Criders- 
ville, Wapakoneta, St. Mary’s, Celina, Kenton, 
Cairo, Columbus Grove, Ottawa, Leipsic, Bluff- 
ton, and Delphos. 


Texas 


Rate Reductions Announced 


LECTRIC rate reductions which save its cus- 
tomers approximately $1,000, a year 
were recently announced by Central Power & 
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Light Company. Lon C. Hill, president of the 
company, said that the new lower rates would 
become effective in July and would apply to 
most customers, including residential, commer- 
cial, rural, and many industrial users. At the 
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same time, he asserted, rate schedules are being 
simplified and some types of rates eliminated 
entirely. Minimum charges applicable to resi- 
dential customers have been either reduced or 
adjusted to include more kilowatt hours. 
This general rate reduction, Hill pointed out, 


follows an earlier reduction this year of rates 
to municipalities for water pumping, sewer 
pumping, street lighting, and miscellaneous pur- 
poses. The cost of these operations to cities 
served by CP&L will be reduced about $68,000 
annually through these lower rates. 


* 
Washington 


Initiative Filed 


A’ initiative which would place the power 
to purchase privately owned utilities in 
the hands of the people was filed in Secretary 
of State Belle Reeves’ office on June 27th. 

The initiative, No. 166, was the last to be 
filed this year and the first to be returned for 
the checking of signatures. 

E. R. Wells, Prosser, one of the sponsors of 
the initiative, said it contained 90,000 signatures 
—40,000 more than the necessary 50,000 re- 
quired to place it on the ballot. 

The proposed measure specifically would re- 
quire public utility district commissioners to 
call for an OK of the electorate before issuing 
bonds for the purchase of the properties of any 
privately owned operating public utility. 

The present power district law permits PUD 
commissioners to issue bonds and buy power 
systems without reference to the will of the 
people. 

The proposed measure, however, carries a 
provision that any pending purchases of private 
power company properties would not 
affected by this proposal. 


PUD Signs for Power 


H R. RICHMOND, manager of the Bonne- 
¢ ville mid-Columbia district office in 
Walla Walla, announced recently that a con- 
tract had been signed with commissioners of 


the Franklin County PUD to take Bonneville 
power. Signing for the district were Lloyd 
Houghton, president, and Glenn C. Walkley, 
vice president. 

The contract calls for power in the amount 
of the district’s requirements, but specifies that 
the district may utilize any generating facilities 
it may obtain in connection: with acquisition of 
an existing electric system. The PUD plans 
to condemn part of the Pacific Power & Light 
Company’s electric system to serve customers 
in the county, it was announced. 

Cost of power to the PUD from Bonneville 
will not exceed 23 mills per kilowatt hour, 
Richmond said. 


PUD Denied Rush Trial 


Goomme of a proposal for public = 
of Puget Sound Power & Light Company 
properties last month lost in an attempt to rush 
their case through the state supreme court. 

Attorneys for public utility districts sought 
to have the case involving the $135,000,000 deal 
heard by the high court before the end of June 
—this despite the fact that parties appealing 
to the upper court are normally permitted 
ninety days to file their briefs. 

Chief Justice Walter B. Beals denied the re- 
quest to upset precedence in this case. His de- 
cision was rendered by unanimous consent of 
consulting senior judges. Justice Beals said the 
court would hear the case next September. 


Wisconsin 


Three Utilities Upheld 


C= of three checks totaling $14,670 paid 
under protest to the state public service 
commission by the Madison Gas & Electric 
Company and two other utilities was blocked 
recently by an injunction issued by Circuit 
Judge Alvin C. Reis. The action prevented the 
commission from turning the checks over to 
the state treasurer only pending a trial on the 
issues, but Reis suggested that a saving of time 
and money would be effected if his decision on 
the granting of the injunction were to be ac- 
cepted as a decision on the merits of the case 
as well. 

The Madison firm’s check was for $3,000; 
the Lake Superior District Power Company’s 
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for $2, yh and the Milwaukee Gas Light Com- 
pany’s for "$9,000. Each check was in payment 
of a fee “which the commission demanded as a 
condition to issuing a certificate authorizing 
the new shares” distributed by the utilities in 
a reorganization which found them replacing a 
few high par value shares with more numerous 
low par value ones, Reis explained. 

Since after the reorganization the stockhold- 
er continued to hold his same respective portion 
of the original stock issue, Reis said, the charg- 
ing of a “new issue” fee was uncalled for. 

Reis said that the attorney general in his 
arguments ignored the merits of the case and 
sought only to show that once the commission 
had collected the money it was required to 
turn the funds over to the state treasurer. 
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The Latest 
Utility Rulings 


Restrictions on Payment of Indebtedness to 


Parent Company Upheld 


RDERS of the Securities and Ex- 
change Commission imposing con- 
ditions designed to preserve the status 
quo of an indebtedness owed by Ameri- 
can & Foreign Power Company to its 
parent have been sustained by the circuit 
court of appeals, second circuit. The 
commission had approved refinancing of 
this indebtedness by issuance of serial 
notes maturing at successive yearly in- 
tervals. This order, in the words of the 
court, 

. . approved this proposal but upon condi- 
tions (imposed by the commission on its own 
initiative) to the effect that such approval 
shall not affect the “rank and status” of the 
debt, and if final determination of such rank 
and status has not been made before any of 
the renewal notes mature, such note shall 
not be paid at maturity unless the commission 
so orders, and the failure to pay it shall not 
increase the interest rate on the overdue note, 
not accelerate the maturity of the other re- 
newal notes. 

A protesting stockholder of the parent, 
Electric Bond and Share Company, con- 
tended (1) that the subsidiary was not 
subject to regulation under the Holding 
Company Act; (2) that the orders under 
review were in effect injunctions against 
payment of the debt, beyond commission 
power ; and (3) that § 26(c) of the Hold- 
ing Company Act precludes construing 
other provisions of the act to authorize 
the making of the orders which are un- 
der review. 

The court held that the subsidiary was 
not exempted automatically from com- 


mission control by reason of the fact that 
it did not operate directly or indirectly 
any public utility within the United 
States and its income from utility opera- 
tions was derived solely from subsidiary 
companies operating in foreign countries. 
It was pointed out that the commission 
has discretion to grant exemptions to such 
companies, and it had power to rule that 
Foreign Power was entitled to only par- 
tial exemption from regulation under the 
act. 

The order authorizing renewal notes 
was on certain conditions. Both debtor 
and creditor accepted these conditions, 
and the notes were delivered in conform- 
ity therewith. The court refused to con- 
strue such an order as in effect operating 
as an injunction. 

The court, after referring to various 
sections of the Holding Company Act re- 
lating to issuance of securities and 
authorization of the commission to im- 
pose conditions, held that the conditions 
imposed were within commission power. 
It also held that § 26(c) of the act, pre- 
serving the validity of contracts, saves 
the rights of bona fide holders and forbids 
a construction which will invalidate a loan 
or renewal thereof in the hands of a bona 
fide holder. This does not, however, pre- 
serve the validity of a loan or renewal 
when held by one who had actual knowl- 
edge of the prohibitions of the act. Okin 
v. Securities and Exchange Commission, 
154 F2d 27. 


e 


Intercompany Foreign Exchange Telephone 
Service Approved by Commission 


ELEPHONE companies operating in 
New York should, in the opinion of 
the state commission, be permitted to put 
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into effect a plan for intercompany 
foreign exchange service. This conclu- 
sion was reached in a proceeding seeking 
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to fix the conditions under which such 
service might be furnished. The commis- 
sion considered a general plan of opera- 
tion but did not approve proposed 
charges. 

Throughout the state there are cases 
where a subscriber living in the territory 
of one telephone company desires local 
service from an exchange of another 
company. 

This service has been available un- 
der existing tariffs where both the ex- 
change in which he is located and the ex- 
change from which he desires service are 
owned by the same company. In some 
cases foreign exchange service has been 
obtained by permission of the local com- 
pany to the extension of the foreign com- 
pany’s lines. In other cases permission 
has been refused because of the feeling of 
independent companies that extension of 
lines of andther company leads to an en- 
tering wedge for the loss of future busi- 
ness, 

As a general consideration, it was said, 
it is desirable for any company to be 
limited to its franchise territory. A com- 
mittee of the state telephone association 
had prepared a plan designed to be uni- 
form throughout the state. This plan had 
been agreed to by the New York Tele- 
phone Company. The gist of the plan was 
that the local company would own all 
lines within its franchise territory and 
would be responsible for making arrange- 
ments for service and would bill and be 


responsible for the collection of bills 
from customers. 

The commission did not agree with an 
objection that this would require inde- 
pendent companies to make additional in- 
vestments of capital, as it was said that, 
if a company has a franchise, it should be 
willing to serve its franchise territory, 
and, in fact, it is under obligation to do 
so. 

Rates for this type of service, in the 
opinion of the commission, should sub- 
stantially carry the service and should not 
be low enough so that this type of service 
is unduly encouraged. It is, moreover, de- 
sirable that within its franchise territory 
each company own the telephone works 
and system serving that territory. 

While it appeared proper that the 
monthly charge for local service of the 
serving company be applied, it seemed 
that the charges specified in the tariff of 
the normal company should apply to sup- 
plemental equipment and facilities, such 
as extension stations, bells, and handsets, 
as under the proposed pian such equip- 
ment and facilities would be provided by 
the normal company. 

In a concurring opinion by Chairman 
Maltbie it was said that, since this is an 
unusual and abnormal kind of service, the 
subscriber should pay the full cost, in- 
cluding operating expenses, taxes, de- 
preciation, and return. Re Intercompany 
Foreign Exchange Telephone Service 
(Case 12326). 


e 
Intervention by OPA When Franchise 


Rates Are Increased 


Feperat District Court upheld the 
authority of the Price Administra- 
tor to bring suit against a gas company to 
enjoin an increase in rates and to require 
restitution of overcharges where fran- 
chise rates had been increased without 
notice to the administrator with oppor- 
tunity to intervene. 

The court also held that the executive 
order abolishing the Office of Economic 
Stabilization and transferring its author- 
ity to the Office of War Mobilization and 
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Conversion, and providing that prior 
regulations and other directives relating 
to the Office of Economic Stabilization 
should remain in effect, did not revoke a 
directive of the Office of Economic 


Stabilization designating the Price Ad- 
ministrator as the agent to receive 
notices of utility rate increases. The court 
said: 

In its ordinary meaning, “regulations, rul- 


ings, and other directives relating to the 
Office of Economic Stabilization” would seem 
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to include those issued by that agency as well 
as those otherwise pertaining to it, and there 
is no indication that the President did not use 
the phrase according to its ordinary meaning. 


A contention that the Stabilization Act 
and regulations issued under it did not 
apply to rates fixed by a contract 
ordinance, because there was no proceed- 
ing in which the Price Administrator 
could have intervened, was overruled. It 
was observed, however, that the provision 
for intervention did not limit the powers 
of municipalities in fixing rates, and they 
could have approved the higher rates even 
if there had been intervention. There- 
fore, the court declined to enter final 
judgment or order restitution until it 


z 


was satisfied that the increase would not 
have been granted if the Price Admin- 
istrator had intervened. 

Increases in rates in accordance with 
escalator clauses in an ordinance were, 
however, held to be unaffected by the 
Stabilization Act. Although they did not 
occur until July, 1943, the rates were “in 
effect on September 15, 1942.” Rates had 
been established by contract ordinances 
in 1940, and these had included escalator 
clauses. 

The increase, it was said, was auto- 
matic and therefore in legal effect. 
Notice would have served no purpose. 
oo v. Ohio Fuel Gas Co. 6S F upp 


Commission Asserts Power to Require 
Water Supply at Railroad Yard 


HE New York Central Railroad 

Company was ordered by the New 
York commission to provide an adequate 
supply of drinking water at its Selkirk 
yard and at such places as might be neces- 
sary to serve employees, and to provide 
an adequate supply of water for cabooses 
operating out of the yard. Counsel for 
the company had urged that the commis- 
sion was without jurisdiction. 

Section 50 of the Public Service Law 
authorizes the commission to order addi- 
tions or changes in construction of facili- 
ties of common carriers in order to “pro- 
mote the security or convenience of the 
public or employees.” Section 78 of the 
Railroad Law provides that each ca- 


boose shall contain a water cooler. Sec- 
tion 81 of the Railroad Law makes a vio- 
lation of this provision a misdemeanor 
and gives the commission the right to sue 
for a penalty. 

Commissioner Eddy said: 


If this commission is charged with the duty 
of collecting penalties for the violation of 
the law in failing to furnish a water cooler, 
it seems ridiculous to argue that this com- 
mission is without jurisdiction to order the 
railroad to provide water to put in the cooler, 
and there can no question that public 
health and safety require that the one thou- 
sand employees at the yards should have ade- 
quate drinking water. 


Re New York Central Railroad Co. 
(Case 12292). 


z 


Capital Investment Rate Base Determined 
By Canadian Board 


HE Board of Transport Commis- 

sioners for Canada dismissed an ap- 
plication of the city of Ottawa for an 
order decreasing fares of the Ottawa 
Electric Railway Company. Rates are 
regulated under an agreement between 
the city and the railway company, con- 
firmed by an act of the Parliament of 
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Canada. Much of the controversy hinged 
upon the.meaning of the words “capital 
investment” prescribed as the basis of re- 
turn. 

The city submitted that the correct 
method of arriving at the rate base was to 
take the original cost new of the property 
that was still used and in useful service, 
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deduct actual depreciation, and add work- 
ing capital. The company contended that 
the rate base should be the actual cost 
new without deduction for depreciation, 
and to this amount working capital should 
be added. The board agreed with the com- 
pany’s contention. 

Precedents taken from decisions in 
the United States, said the board, were 
not of material assistance in deciding the 
meaning of “capital investment.” These 
cases dealt with questions of “fair value,” 
“value of property,” “present value,” and 
rate base. 

The writer of the report, after quot- 
ing the words of the agreement for a 
return on capital investment, said: 


It seems to me that what is there described 
is an investment in the transportation system 
and works, and it is an investment by the 
company in its transportation system and 
works. 

And, in my view, that makes it clear be- 
yond doubt that no consideration is being 
given to any investment by shareholders of 
the company or by anybody else, but only to 
investment by the company. To ascertain the 
amount of that investment from time to time 
is a comparatively simple arithmetical calcu- 
lation; by finding out all the used and use- 
ful property of the company which is on any 
given date being used in supplying the serv- 
ices that it sells, and then looking at the books 
of the company and finding what it paid in 
money for those articles and things still used 
and useful. ... 

If you deduct the depreciation, then you do 
not get the capital investment, but you get 
the value of it. The agreement does not say 
anything about value, fair value, or replace- 
ment value such as one frequently finds dis- 


cussed in ordinary rate cases decisions. 


Among other controversial subjects 
was that of allowing excess profits tax as 
an expense. The board could see no good 
or sufficient reason why taxes on income 
should be split, as contended for by the 
city, and a part placed upon users of the 
transportation system and part upon the 
company. 

It appeared more equitable and prac- 
ticable to consider the whole of such 
tax as a cost of service and to give weight 
to this course in arriving at a decision on 
the application, as was done in Re Orange 
& Rockland Electric Co: (NY 1943) 49 
PUR(NS) 257. 

Part of the tax imposed on income, in 
Canada, is a straight percentage on 
profits. 

The city did not dispute the right 
of the company to charge this part of the 
tax as an operating expense. It had ob- 
jected, however, to the allowance of an- 
other tax described as follows: 


... the maximum revenue that the company 
can retain is 60 per cent of 116% per cent of 
“Standard Profits,” so called, as defined by 
the Excess Profits Tax Act. Anything in 
excess of this 60 per cent must be passed on 
to the government, regardless of which act 
authorizes the levy. This part of the tax 
levied under the Profits Tax Act 
may, I think, be described as a tax on “Excess 
Taxable Profits.” 


A return of 5.6 per cent was held not 
to be excessive. City of Ottawa v. Ottawa 
Electric Railway Co. (File No. 6949.2). 


= 


Injunction Denied in Suit to Restrain 
Construction of Gas Storage Tanks 


PROPERTY owner, in the vicinity of 
whose residence a gas utility had 
commenced construction of storage 
tanks, applied for an injunction in a 
Texas court. His principal objection to 
the utility’s action was that the tanks 
would constitute a nuisance, The author- 
ity of the state legislature to incorporate 
into a statute the standards of the Na- 
tional Board of Fire Underwriters for 
handling such gases and the power of 
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the commission under the statute to de- 
cide on the proper location for storage 
were also questioned. 

In denying the injunction the court 
pointed out that the legislature may, in 
the public interest, permit or require cer- 
tain acts to be performed which on com- 
mon law principles would be deemed a 
nuisance. 

The court considered the adoption of 
the regulations of the Fire Underwriters 
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highly proper and described the action 
of the commission, in approving the site 
of the tanks, as merely an undertaking 
of its statutory duty and not, as claimed 
by the objector, an adjudication of the 
conflicting property rights of the gas 
utility company and of the property 
owners. 

A strong dissenting opinion held for 


the property owner on the ground that 
the statute conferred no authority on the 
commission to approve the location of 
the tanks, and that, even if it did confer 
such authority, adequate evidence of 
commission approval of the location in 
question had not been ‘presented. Dud- 
ding et ux, v. Automatic Gas Co. 193 
SW2d 517. 


z 


Taxicab Restriction Modified for 
Benefit of Ex-servicemen 


 & prohibition of Order No. 1749 
of the District of Columbia commis- 
sion against the creation of a new taxi- 
cab association has been waived in so 
far, and only so far, as to permit the ac- 
tion on an application of an association 
composed of veterans of World War II 
to operate as a taxicab association. The 
commission believed that in justice and 
fairness to those who have served their 
country in time of war they should be 
permitted to organize themselves into a 
coéperative, nonprofit, mutual associa- 
tion to operate taxicabs in the District of 
Columbia. 
The District of Columbia commission 
declared : 
Recent acts of Congress, and the state of 


public opinion, strongly point to the existence 
of a national policy that ex-servicemen are 


entitled to and should be given some special 
or preferred consideration for their patriot- 
ism and service to their country. Congress 
has expressed such preferential treatment in 
the Veterans’ Preference Act of 1944. . 

The Servicemen’s Readjustment Act of 1944 
5 oa commonly known as the “GI Bill of 
Rights,” provides aid to World War II vet- 
erans for readjustment in civilian life. The 
War Mobilization and Reconversion Act of 
1944 . . . establishes a Retraining and Re- 
émployment Administration for the advan- 
tage of veterans. There are other congres- 
sional acts and administrative orders giving 
preferential consideration to ex-servicemen. 
The public generally recognizes some prefer- 
ence in the consideration of the great body 
of returning veterans in adjusting themselves 
to civilian life. The views of this commis- 
sion are in accord with the general acceptance 
of such preferential treatment. 


Re Taxicab Associations (Order No. 
3039, PUC No. 2942/29). 


z 


Intervention of OPA 
Is Limited 


ES Price Administrator of the 
Office of Price Administration was 
permitted by the Pennsylvania commis- 
sion to intervene in proceedings relating 
to rates of the Philadelphia Transporta- 
tion Company, but intervention was 
limited to presentation of evidence relat- 
ing to the inflationary effect, if any, of a 
proposed increase in rates of the Phila- 
delphia Transportation Company. 

The commission quoted from its rules 
of practice the statement that intervention 
is discretionary with the commission and 
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shall be subject to such terms and condi- 
tions which the commission may pre- 
scribe. 

It was said also that the Stabilization 
Act of 1942 did not affect the authority of 
state regulatory bodies to regulate rates, 
and that the act recognized their authority 
to continue under state laws to regulate 
the rates and charges of common carriers 
and other types of public utilities. Public 
Utility Commission v, Philadelphia 
Transportation Co. (Complaint Docket 
No. 14133). 
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Other Important Rulings 


HE California commission held that, 

in a rate case, recognition may not 
be given to expense estimates for de- 
preciation of assets to be purchased at an 
indefinite time in the future, and that no 
expense allowance should be made for 
future higher salaries and wages and for 
the increased cost of materials and sup- 
plies, where the amounts are not definitely 
predictable. Re Foster Transp. Co. (De- 
cision No. 38772, Application No. 
27074). 


The supreme court of Oklahoma re- 
fused to permit rescission of a contract 
for the sale of a freight line on the ground 
that the seller had breached a condition 
precedent in failing to obtain an operat- 
ing permit from the commission as 
agreed in the contract, where after the 
seller’s failure the purchaser obtained 
the permit in its own name, with the re- 
sult that the only loss occasioned by the 
seller’s breach was in counsel fees inci- 
dent to the permit application of the pur- 
chaser. Spurgin et al. v. Bennett, 168 
P2d 134. 


The New York commission author- 
ized the merger of Lower Niagara River 
Power & Water Supply Company into 
Buffalo Niagara Electric Corporation 
where the purpose was merely to remove 
a corporate entity in the form of a dor- 
mant corporation which had been inactive 
for a long time and the merger would 
result in simplification of the system. 
The merged company was already wholly 
owned by the merging company, and net 
liabilities would not be increased but 
merely would be changed in form. Re 
Buffalo Niagara Eleciric Corp. (Case 
No. 12371). 


The right to operate as a common 
motor carrier is limited only by the state, 
through certificates of convenience and 
necessity, and may not be limited by pri- 
vate contracts, according to the Cali- 


Nore.—The cases above referred to, where 


fornia commission, and if the grantee of 
a certificate agrees to pay an individual 
for a right covered by his certificate, 
such payment may not be capitalized or 
treated as an operating expense, the cer- 
tificate being in no way affected by the 
payment or nonpayment. Re Herington 
(Decision No. 38807, Application No. 
27093). 


In considering objections of a mu- 
nicipality, which was furnishing power 
to an electric codperative, to an applica- 
tion by the codperative for an order di- 
recting a private power company to sell 
it wholesale power, the Louisiana com- 
mission held that the city was an electric 
public utility within the meaning of a 
statute restricting the right of an elec- 
tric utility to extend service to another 
utility’s customers, and it permitted the 
city to intervene at the hearing on the 
codperative’s application. South Louisi- 
ana Electric Codperative Asso. v. Louisi- 
ana Power & Light Co. (No.4222, Order 
No. 4335). 


The home phone of a business sub- 
scriber to telephone service cannot be 
classified as extension service, the Wis- 
consin commission stated in ruling that 
such classification violated the accepted 
definition of extension service; f.e., a 
station located in the same local service 
area as the associated main station. Re 
Town Line Farmers Independent Tele- 
phone Asso. (2-U-2124). 


The public service commission of 
West Virginia approved the sale, trans- 
fer, and assignment by Weirton Im- 
provement Company of its water plant 
facilities used in furnishing water service 
to the public in the town of Weirton to 
National Steel Corporation. Also ap- 
proved was the sale and assignment by the 
latter company of these water plant fa- 
cilities to the city of Holliday’s Cove. Re 
Weirton Improvement Co. et al. (Case 
3060). 


decided by courts or regulatory commissions, 


will be published in full or abstracted in Public Utilities Reports. 
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RE AMERICAN GAS & ELECTRIC CO. 


SECURITIES AND EXCHANGE COMMISSION 


Re American Gas & Electric Company 


File No. 70-1276, Release No. 6639 
May 17, 1946 


PPLICATION by holding company for permission to acquire, 
i \ at competitive bidding, securities of an electric utility com- 
pany; denied. 


Consolidation, merger, and sale, § 40 — Grounds for disapproval — Size of sys- 


tem— Holding Company Act. 


Acquisition of public utility operating company securities by a registered 
holding company should be disapproved, notwithstanding possible savings 
and increased efficiency of combined operations, when the substantially en- 
larged group of combined properties of the holding company cannot be 
found to conform with the size restriction of § 2(a)(29)(A) of the Hold- 
ing Company Act, 15 USCA § 79b(a)(29)(A), defining an “integrated 
public-utility system,” and therefore not permissible under § 10(c)(2) of 


the act, 15 USCA § 79j(c) (2). 


(Carrrey, Commissioner, dissents.) 


APPEARANCES: Charles V. Gra- 
ham and Douglas A. Calkins of Simp- 
son, Thacher & Bartlett, New York 
city, for American Gas and Electric 
Company; John Dern, of Austin, 
Burgess & Harper, Chicago, Illinois, 
for Continental Gas & Electric Corpo- 
ration; Robert E. Duffy and Sidney 
Shemel, for the Public Utilities Divi- 
sion of the Commission. 


By the Commission: American 
Gas and Electric Company (“A.G. & 
E.”), a registered public utility hold- 
ing company under the Public Utility 
Holding Company Act of 1935 (the 
“Act”), has applied pursuant to §§ 9 
and 10 of the Act, 15 USCA §§ 79i, 
79j,1 for permission to acquire, at 
competitive bidding, over 99 per cent 
(744,455 shares) of the common stock 





1Section 9(a) provides, in part, that 

“Unless the acquisition has been approved 
by the Commission under § 10, it shall be un- 
lawful— 

“(1) for any registered holding company 
or any subsidiary company thereof, by use 
of the mails or any means or instrumentality 
of interstate commerce, or otherwise, to ac- 
quire, directly or indirectly, any securities or 
utility assets or any other interest in any busi- 
ness ;” 

None of the exemptions provided in sub- 
sections (b) and (c) of § 9 is available to 
A. G. & E. respecting this acquisition. 

Section 10 prescribes the information which 
the Commission may require in such applica- 
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tions and provides that an application shall 
not be approved if 

“(1) such acquisition will tend towards in- 
terlocking relations or the concentration of 
control of public-utility companies, of a kind 
or to an extent detrimental to the public in- 
terest or the interest of investors or con- 
sumers ; 

“(2) in case of the acquisition of securities 
or utility assets, the consideration, including 
all fees, commissions, and other remuneration, 
to whomsoever paid, to be given, directly or 
indirectly, in connection with such acquisition 
is not reasonable or does not bear a fair re- 
lation to the sums invested in or the earning 
capacity of the utility assets to be acquired or 
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of Columbus and Southern Ohio Elec- 
tric Company (“C. & S. O.”), an elec- 
tric utility company operating in Ohio. 
Those securities are new held by Con- 
tinental Gas & Electric Corporation 
whose application and declaration re- 
lating to such sale pursuant to the 
competitive bidding requirements of 
Rule U-50 under the Act have recent- 
ly been approved by us." A. G. & E. 
proposes, if it should be the successful 
bidder, to merge C. & S. O. with The 
Ohio Power Company, a subsidiary of 
A. G. & E., and to coérdinate C. & S. 
O.’s physical facilities with those of 
A. G. & E.’s retainable electric utility 
system. 

A. G. & E., itself a subsidiary of 
Electric Bond and Share Company,® 
heads one of the largest utility systems 
in the country. As of March 31, 1946, 
the consolidated balance sheet of the 


system showed total assets of $603,- 


748,360 of which $499,544,856 repre- 
sented utility plant (including about 
$3,604,000 of acquisition adjust- 
ments).* The operations of the A. G. 
& E. system were recently considered 
by us under the geographical integra- 
tion standards of § 11(b)(1) of the 
Act, 15 USCA § 79k(b) (1). In that 
proceeding, Re American Gas & E. 
Co. (1945) Holding Company Act 
Release No. 6333, 63 PUR(NS) post 
p. 381, we found that the holding 
company group operated three sepa- 
rate electric utility systems designated 
as the Central system, the South Jer- 
sey system, and the Northeast Penn- 
sylvania system. We were unable to 
find the three retainable together un- 
der the standards of the Act and we 
ordered disposition of all interests 
save those in the Central system, 
which A. G. & E. had indicated it 
wished to keep, and retainable col- 





the utility assets underlying the securities to 
be acquired; or 
“(3) such acquisition will unduly compli- 

cate the capital structure of the holding-com- 
pany system of the applicant or will be det- 
rimental to the public interest or the inter- 
est of investors or consumers or the proper 
functioning of such holding-company system.” 
(Section 10(b).) 
or if 

“(1) an acquisition of securities or utility 
assets, or of any other interest, which is un- 
lawful under the provisions of § 8(79h) or 
is detrimental to the carrying out of the 
provisions of § 11(79k); or 

“(2) the acquisition of securities or utility 
assets of a public-utility or holding company 
unless the Commission finds that such acquisi- 
tion will serve the public interest by tending 
towards the economical and efficient develop- 
ment of an integrated public-utility system. 

.” (Section 10(c).) 

The power to impose conditions is laid 
down in § 10(e), which provides 

“(e) The Commission, im any order approv- 
ing the acquisition of securities or utility as- 
sets, may prescribe such terms and conditions 
in respect of such acquisition, including the 
price to be paid for such securities or utility 
assets, as the Commission may find necessary 
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or appropriate in the public interest or or 
the protection of investors or consumers.” 

2See Holding Company Act Release No. 
6621. Continental Gas & Electric Corpora- 
tion, a subsidiary of United Light & Rail- 
ways Company, is itself a registered holding 
coure It was, in 1941, ordered to dispose 
of C. & S. pursuant to the provisions of 
§ 11(b) (1) of the Act. 

$Electric Bond and Share owns over 17 
per cent of the outstanding voting securities 
of A. G. & E. and is represented on the lat- 
ter’s board of directors. Plans have been 
filed looking toward the eventual distribution 
of these holdings by Electric Bond and Share. 

4As we shall note, A. G. & E. is under 
order to dispose of several companies includ- 
ing The Scranton Electric Company and At- 
lantic City Electric Company. It has already 
disposed of its interests in the Scranton com- 
pany and the sale of interests in the Atlantic 
City company appears fairly imminent. Ad- 
justments to reflect these dispositions are ex- 
pected to reduce consolidated utility plant to 
$423,887,677 and oe assets to $571,191,284. 
However, A. G. & E.’s pro forma statement 
to reflect the subsequent acquisition of C. & S. 
O. shows utility plant at $488,226,109 and 
total assets at 1,167,236, which is consid- 
erably higher than the present figure of $603,- 
— See discussion (infra) for further 
ata. 


258 





RE AMERICAN GAS & ELECTRIC CO. 


lateral operations. A full physical de- 
scription of the Central system will be 
found in our § 11(b)(1) opinion 
above cited. 


Description of C. & S. O. 

The following is a brief description 
of C. & S. O., the company sought to 
be acquired. The company serves a 
total area of about 9,800 square 
miles. It operates in 86 communities, 
serves a population of about 450,000 
and, as of December 31, 1945, had 
about 168,000 electric customers. It 
has an aggregate plant (generating) 
capacity of about 196,000 kilowatts 
and, for the year 1945, sold about 
803,450,000 kilowatt hours of energy. 
Its territory (to be more fully de- 
scribed infra) is connected by about 
6,340 miles of wire. The company, in 
addition to its electric utility opera- 
tions, carries on a transportation busi- 
ness, whose assets are carried by C. & 
S. O. at over $7,700,000, and serves 
a small amount of steam heat. 

The total assets of C. & S. O. were, 
as of March 31, 1946, carried at about 
$73,000,000. Of this about $54,000,- 
000 represents electric plant. The 
company carries about $2,500,000 
plant acquisition adjustments. The 
transportation business, and current 
assets of about $7,200,000, account 
for most of the remainder of the total. 
As of March 31, 1946, the company 
showed an earned surplus of $5,779,- 
118.29. 


Physical Aspects of the Proposed Ac- 
quisition 
It will be recalled (see footnote 1) 
that we cannot approve an acquisition 
of this kind unless we find (inter alia) 
that “such acquisition will serve the 
public interest by tending towards the 
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economical and efficient development 
of an integrated public utility system.” 
This provision evokes the standards 
embodied in the Act applicable to the 
determination whether given combina- 
tions of assets constitute a single in- 
tegrated system. Section 2(a) (29), 
15 USCA § 79b(a) (29), defines the 
term “integrated public-utility sys- 
tem” to mean, 

“(A) As applied to electric utility 
companies, a system consisting of one 
or more units of generating plants 
and/or transmission lines and/or dis- 
tributing facilities, whose utility as- 
sets, whether owned by one or more 
electric utility companies, are physical- 
ly interconnected or capable of physi- 
cal interconnection and which under 
normal conditions may be economical- 
ly operated as a single interconnected 
and coérdinated system confined in its 
operations to a single area or region, 
in one or more states, not so large as 
to impair (considering the state of the 
art and the area or region affected) 
the advantages of localized manage- 
ment, efficient operation, and the ef- 
fectiveness of regulation ;” 


It is asserted by A. G. & E. that the 
physical nature of the properties of C. 
& S. O. in relation to those of A. G. 
& E. and the proposals now in mind 
for connections and improvements are 
such that the requirements of the Act 
would be satisfied by the acquisition. 

The Central system (with which C. 
& S. O.’s properties are to be coérdi- 
nated) is an aggregate of utility prop- 
erties stretched throughout seven 
states with a northwest terminus at 
Benton Harbor, Michigan, on the 
shore of Lake Michigan and a south- 
east terminus at the Virginia-North 
Carolina state line near Danville, Vir- 
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ginia; a northeast terminus in Steu- 
benville, Ohio, on the Ohio river near 
the Pennsylvania-Ohio state line and a 
southwest terminus at the North Car- 
olina-Tennessee state line near New- 
port, Tennessee. The area within the 
operating territory is about 90,000 
square miles. These assets are inter- 
connected through about 1,861 miles 
of high voltage transmission line, of 
which over 1,740 miles is 132 kilovolts. 

Eight active subsidiaries own the 
assets devoted to service in the Cen- 
tral area.£ These companies, as of 
the year end 1945, served a total of al- 
most 800,000 customers, owned plant 
generating capacity of an aggregate of 
1,825,586 kilowatts and in the year 
1945 generated 8,810,361,000 kilo- 
watt hours of energy. Total revenues 
of the Central system for that year 
amounted to $103,324,095. 

The Ohio Power Company, whose 
assets are part of the Central system, 
owns the largest part of the assets lo- 
cated in Ohio, and its area is one of 
the most important in the Central 
system. The area of C. & S. O,, 
whose common stock is the subject of 
this application, lies generally in the 
south central portion of Ohio and is 
contiguous with that of The Ohio 
Power Company. C. & S. O. serves 
the city of Columbus, Ohio (where its 
two main generating stations are lo- 
cated). Its transmission lines (which 
are interconnected with those of Ohio 
Power) run generally north and south 
from Columbus through Chillicothe, 
Floodwood, Jackson, and Hillsboro 


(in the western portion of the terri- 
tory). <A large line from Hillsboro 
through Chillicothe to Jackson and 
Berlin runs generally east-west. 
After acquisition A. G. & E. pro- 
poses (according to statements made 
at the hearing) to spend an aggregate 
of over $9,000,000 on rehabilitation of 
the C. & S. O. system and for integrat- 
ing it with the Central system. The 
major item of rehabilitation is a pro- 
posed transmission ring around the 
city of Columbus to strengthen and 
improve service to the city and the 
major items of codrdination involve 
the addition of high tension intercon- 
nections between C. & S. O. and Ohio 
Power facilities. Substantial im- 
provements in the quality of service 
now rendered and substantial savings, 
both capital and operating, are 
claimed as the probable result of the 
program. There is evidence that elim- 
ination of the need for spinning re- 
serves, the reduction in capacity re- 
quirements and diminution of neces- 
sary installed reserve will result in 
capital savings; and that operating 
savings will result through the opera- 
tion of high-cost plants at lower ca- 
pacity factors. A. G. & E. has insist- 
ed also that it could pass on fuel cost 
advantages to the C. & S. O. system 
if it acquired that system. It has not, 
however, presented enough evidence 
to permit us to appraise thoroughly its 
estimates of fuel savings. Neverthe- 
less, we are willing to assume that 
some such savings might well occur.® 
Further, from the physical point of 





SThey are Appalachian Electric Power 
Company, The Ohio Power Company, Indi- 
ana & Michigan Electric Company, Wheeling 
Electric Company, Kentucky and West Vir- 
ginia Power Company, Incorporated, Kings- 

tt Utilities Incorporated, Southern Ohio 

ublic Service Company, Kanawha Valley 
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Power Company, Beech Bottom Power Com- 


pany, Inc. 
6In Appendix I we have set forth a sum- 
mary of the capital and operating. benefits 


which A. G. & E. 
tegration. 
As part of A. G. & E.’s argument it states 


claims will result on in- 
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view, any question which might be 
raised as to the operation of C. & S. 
O.’s transportation business is obviat- 
ed by A. G. & E.’s proposal to dispose 
of that business after acquisition. 


Size 

The physical aspects of A. G. & E.’s 
proposal are not the only ones per- 
tinent to a consideration of the appli- 
cable standards of the Act. As we 
have noted, under § 10(b)(1) we 
must disapprove an acquisition if it 
will “tend towards the con- 
centration of control of public-utility 
companies, of a kind or to an extent 
detrimental to the public interest or 
the interest of investors or consum- 
ers.” 

Under § 10(c)(2) we cannot ap- 
prove the acquisition unless we can 
make the affirmative finding “that such 
acquisition will serve the public inter- 
est by tending towards the economical 
and efficient development of an inte- 
grated public-utility system.” 

Section 2(a)(29)(A) requires, in 
addition to coérdination as an element 
in determining whether a system is 
integrated, that we consider whether 
it is “confined in its operations to a 
single area or region, in one or more 


states, not so large as to impair (con- 
sidering the state of the art and the 
area or region affected) the advan- 
tages of localized management, effi- 
cient operation, and the effectiveness 
of regulation.” * 

Thus size, as a factor independent 
of connection or codrdination, is of 
vital significance in appraising the pro- 
posal before us. 

In Re American Gas & E. Co. 
(1945) Holding Company Act Re- 
lease No. 6333, 63 PUR(NS) post, 
p. 381, we had occasion to make a 
detailed study of the Central system 
against the pattern of § 2(a) (29) (A). 
In that case we indicated our view 
that : 

“The size and extensive area of the 
utility operations of the Central Sys- 
tem, as previously described, present 
in serious form the question whether 
we can approve it as retainable in its 
entirety by AG&E. The Central Sys- 
tem, however, has a long historical 
record of having been planned, devel- 
oped, and operated as a highly codrdi- 
nated system under AG&E’s control. 
Moreover, it does not appear to be so 
large in any of the states in which it 
operates as to impair the effectiveness 





that benefits to the Central system as a whole 
(as well as to C. & S. O.) will accrue as a 
result of codrdination. Not the least signifi- 
cant of its claims is that acquisition of C. & 
S. O. will maintain at about its present level 
the rate of work performed by American Gas 
and Electric Service Corporation, the sys- 
tem service company. In terms of plant, cus- 
tomers, and revenue, C. & S. O. is compara- 
ble to (although somewhat smaller than) the 
combined totals for the Atlantic City and 
Scranton companies which are leaving the A. 
G. & E. system. The substitution of C. & S. 
O. for the outgoing companies will, it is 
claimed, permit economical maintenance of the 
service company on its present basis. 

_ TIt is not an accident of rhetoric that size 
is made an independent factor in this legis- 
lation. The Congress regarded localization of 
operations, per s¢, as an important aim to be 
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achieved in this legislation. The Senate Re- 
port, for example, said: 

“An operating system whose management 
is confined in its interest, its energies, and its 
profits to the needs, the problems, and the 
service of one regional community is likely 
to serve that community better, to confine it- 
self to the operating business, to be amenable 
to local regulation, to be attuned and respon- 
sible to the fair demands of the public, and 
more often, to get along with the public to 
mutual advantage .° . . and essentially 
local enterprise is far less likely to accumu- 
late a disproportionate amount of political 
and economic power.” Report of the Com- 
mittee on Interstate Commerce, 74 Cong. Ist 
Sess. Rep. No. 621, May 13, 1935, p. 12. 
See too, Re The North American Co. (1942 
11 SEC 194, 43 PUR(NS) 257. 


63 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


of regulation. We note also that we 
are not being asked to approve the 
creation of a new holding company 
over the Central System but merely to 
determine whether, pursuant to the 
provisions of § 11 (b)(1), the status 
quo is required to be affected. In the 
instant case, the relatively high de- 
gree of codrdination of the system’s 
utility facilities and their relatively 
economical operation, which, in part, 
appeared to be due to common control, 
and the other factors noted above, 
have led us to conclude that the sys- 
tem, as presently constituted, consti- 
tutes a single integrated utility system 
within the meaning of § 2(a)(29) 
(A) of the Act. We are of the opin- 
ton, however, that the Central System 
approaches the maximum size which 
we believe is consistent with the stand- 


ards of localized management, efficient 
operation and effectivenes of regula- 
tion contained in §§ 2(a)(29) and 11 


(b)(1).” (Italics supplied.) 

The following table indicates the in- 
creases in size in the Central system 
which would result from the acquisi- 
tion of C. & S. O. 

The following table shows that the 
acquisition of C. & S. O. would in- 
crease the population served by the 
Central system by 19.2 per cent, the 
customers (electric) served by 21.4 
per cent, gross revenues (electric— 
1945) by 14.1 per cent, utility plant 
(electric) by 12.9 per cent, plant ca- 
pacity (kilowatt) by 11.6 per cent, 
kilowatt-hour sales—1945 by 8.1 per 
cent, and miles of line by 17.9 per cent. 

These figures show that the acquisi- 
tion of C. & S. O. would not be mere- 
ly the addition of a spur or connecting 
link to the system, but would repre- 
sent a major extension into new ter- 
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ritory which very materially and very 
substantially enlarges the system. It 
takes the system beyond the maximum 
limit we deemed permissible in mak- 
ing our 11(b)(1) determination on 
whether the status quo should be af- 
fected. A fortiori the proposed ac- 
quisition is not, in our opinion, per- 
missible under § 10 as a new exten- 
sion of the system. 

It should be noted in this connec- 
tion that a proceeding under § 11(b) 
(1) to delimit the spheres of existing 
control is different from one in which 
the processes of the Act are sought to 
be used to extend control. Different 
standards are applicable. For ex- 
ample, under § 11(b)(1), utility 
properties may be retained even if they 
are not integrated with a principal re- 
tainable unit, but form a permissible 
additional system under the standards 
of the (A), (B), (C) clauses of the 
section. But under § 10 an acquisi- 
tion of securities or utility assets of a 
public utility company can be permit- 
ted only if we can affirmatively find 
that such acquisition will tend towards 
the creation of an integrated system 
(§ 10(c)(2)) as defined in § 2(a) 
(29) and the acquisition must be dis- 
approved if we find that it “will tend 
towards the concentration of 
control of public utility companies of 
a kind or to an extent detrimental to 
the public interest or the interest of 
investors or consumers.” (Section 10 
(b)(1).) And, as we have indicated, 
this marked difference is not an acci- 
dent of rhetoric. It inheres in the dif- 
ference between § 11, as a compromise 
of the policy of “elimination” of hold- 
ing companies otherwise than as per- 
mitted by the Act (§ 1(c)), and the 
“new acquisition” standards of § 10 
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which were designed as a more re- 
strictive check on further growth of 
holding companies and further exten- 
sion of their control. 

It should also be noted that, even 
aside from any new acquisitions, the 
size of the Central system in respect 
of the growth of load will be increas- 
ing constantly as a result of the nor- 
mal growth factor. This growth fac- 
tor takes place as a result of the in- 
ternal development of the system’s 
area and facilities. In the A. G. & E. 
systems the growth factor has been a 
marked one; according to A. G. & E.’s 
witness, the systems, in normal times, 
have grown 5 per cent each year. 
That growth, uncompounded, would 
double the size, in terms of power in- 
put, of the Central system in twenty 
years and, if compounded, would 
double that size in fourteen years. As 


we have indicated, we could not jus- 
tify the necessary findings to permit 
the acquisition of C. & S. O. even 


aside from this growth factor. But if 
there were any doubt in that respect, 
we could not ignore the fact that the 
size of the system has a normal tenden- 
cy toward substantial growth inde- 
pendently of acquisitions and that the 
acquisition proposed would not only 
presently result in a marked increase 
in size but would also have a tendency 
to increase the annual growth of the 
system as a whole. 

In argument before us, in attempt- 
ing to justify the acquisition, A. G. 
& E.’s chief system engineer and ex- 
ecutive vice president pointed out that 
if the system is not permitted to spend 
money for the acquisition it would be 
required to invest its money instead in 
an intensification of service within the 
area. Far from being an argument in 
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favor of A. G. & E.’s position, the 
argument is, in our opinion, a signifi- 
cant factor to be borne in mind as one 
of the advantages of preventing fur- 
ther major acquisitions. 

The executive vice president and 
chief engineer, who also served as A. 
G. & E.’s witness at the hearing, pre- 
sented the basic data on the physical 
aspects of the proposed acquisition. 
He addressed himself to the problem 
of size but in doing so he considered it 
solely from the point of view of op- 
erating efficiency. His view of the 
meaning of the standard of “localized 
management” in § 2(a)(29)(A) is 
indicative of his approach. In es- 
sence, it is his view that, within the 
meaning of the Act, the “advantages” 
of localized management are retained 
and enhanced if, by virtue of its size, a 
system can bring the advantages of 
bigness to a community. That is to 
say, in substance, that if a bigger op- 
eration is more efficient, questions 
about the advantages of localized man- 
agement become irrelevant. It seems 
to us that to give effect to this 
argument would be to read the stand- 
ard relating to localized management 
out of the Act. The essential point 
elided is that the benefits of bigness 
come heavily weighted with the dis- 
advantages noted by Congress. (See 
footnote 7, supra.) The larger the 
system the further from contact with 
any given community is the source 
from which stem the essential policies 
vital to the community. 

We do not mean that this legisla- 
tion intends the physical limitation of 
ownership to be drawn tightly around 
small communities. Somewhere be- 
tween the views expressed by A. G. & 
E.’s witness and complete community 
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control lies the ideal reached for in 
this legislation. The issue in each 
case depends upon the facts and spe- 
cific considerations applicable to the 
case. 

All we now decide is that, taking in- 
to account the state of the art and the 
area or region affected, the substan- 
tially enlarged group of properties 
that would result from the acquisition 
of C. & S. O. by the Central system 
cannot be found to be “not so large as 
to impair the advantages of 
localized management and the effec- 
tiveness of regulation.” Consequent- 
ly, we cannot find that the end product 
of the proposed acquisition would con- 
form with the definition in § 2(a) 
(29)(A) of an “integrated public- 
utility system” and we cannot, because 
of the size of the resulting combination 
of properties, find that the acquisition 
“will serve the public interest by tend- 
ing towards the economical and effi- 
cient development of an integrated 
public-utility system” within the mean- 
ing of § 10(c) (2). 

In view of the emphasis which has 
been placed on the savings and in- 
creased efficiency which, it is asserted, 
would accompany the acquisition, it 
may not be inappropriate to note also 
the extent to which the physical bene- 
fits claimed to result from the acquisi- 
tion may be achieved in other ways. 
While A. G. & E. has insisted that all 
the codrdinated operation and plan- 
ning which is achievable under joint 
ownership cannot be achieved with- 
out it, A. G. & E. has not claimed, and 
it cannot claim, that none of these 
benefits is achievable without joint 
ownership. The capacity of independ- 
ently owned utilities to coordinate 
their operations and interchange pow- 
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er through mutual operation of pow- 
er pools has been amply demonstrated 
in the history of utility operations in 
this country and was made obvious 
during the war. The history of A. G. 
& E. itself dramatizes these possibili- 
ties. One of the most important 
plants of Ohio Power, at Windsor, 
contains generators separately owned 
by Ohio Power and West Penn Com- 
pany, nonaffiliates. The generators 
are housed in a single building and 
are so operated that they can route 
power over the lines of either non- 
affiliate. The same type of situation 
exists in other locations in the Central 
system. During the war Ohio Power 
and C. & S. O., the very properties in 
issue, pooled their resources for com- 
mon interchange. Further, it must 
be borne in mind that C. & S. O., as 
we have noted, is not a small compa- 
ny, operating minor assets which have 
no rational existence outside of a larg- 
er system and outside the sphere of 
holding company domination. Noth- 
ing has been shown to indicate that 
C. & S. O. cannot, apart from the A. 
G. & E. system, effectively operate 
and finance a sound utility system. 
The principal executive office of A. 
G. & E. is in New York city and 
the principal executive officers of the 
holding and service companies, who 
have their offices in New York, are 
also the principal executive officers of 
the system operating companies. The 
inclusion of C. & S. O. into the Cen- 
tral system would materially increase 
the range of control now exercised 
from New York over power opera- 
tions in the middle northeast area of 
the country. We cannot emphasize too 
strongly that an essential part of the 
spirit pervading the initiation and 
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adoption of this legislation was the de- 
sire to arrest the processes of concen- 
tration of power characterizing the 
growth of holding company systems.® 
The concentration of control per se, 
its localization in financial centers, and 
the tendency of large aggregates—by 
reason of their very size alone—to be- 
come unamenable to effective regula- 
tion and essentially local management 
are stressed and repeated in the docu- 
ments constituting the legislative his- 
tory of this Act (see citations in foot- 
note 8 and see also the remarks of 
Senator Wheeler in the Congressional 
Record, Vol. 79, Part 10, pages 
10840, 10839, July 9, 1935). Of in- 


terest also are the Senator’s remarks at 
page 4602 of the same Congressional 
Record volume. 

Estimates of savings and benefits 
purporting to state precise dollar and 


kilowatt figures, such as those present- 
ed here, are, essentially, reached in 
terms of a series of judgments, weight- 
ings, and the measurement of many 
imponderables. It is not easy to find 
precise dollar and kilowatt offsets to 
these estimates to express the disad- 
vantages inherent in the spread of con- 
trol. But, unless these offsets are 
borne in mind, the full regulatory job 


cannot be done. We have noted in 


the past that 

“One of the cost items (significant, 
though sometimes difficult of isola- 
tion) of operating subsidiaries in a 
large holding company system, is the 
cost of maintaining a holding compa- 
ny in some remote center, and the haz- 
ard of having operating policies dom- 
inated by persons whose interest is 
not that of any particular company 
or service area, but the most profitable 
possible operation of a vast system. 
That cost is, in our opinion, always 
a necessary deduction from any esti- 
mate of increased expenditures occur- 
ring upon separation from a holding 
company system.” (Re Cities Serv- 
ice Power & Light Co. [1943] Hold- 
ing Company Act Release No. 4489, 
50 PUR(NS) 328, 348.) 

Although this statement was made 
in the context of § 11(b)(1) it is ap- 
plicable with full force to this case. 

We conclude that the necessary 
finding cannot be made under § 10 
(c) (2) to permit the proposed acquisi- 
tion. In view of this conclusion it be- 
comes unnecessary to discuss any fur- 
ther aspects of the case.® 

An appropriate order will issue de- 
nying the application. 





8 See, e. g., the message of President Roose- 
velt, March 12, 1935, transmitting to Con- 
gress the Report of the National Power Pol- 
icy Committee. See also the views of former 
Commissioner (then Representative) Eicher 
in the House Committee Report on the Hold- 
ing Company Act (Report No. 1318, page 
6); and see, too, the Report of the National 
Power Policy Committee. 

® The other major issue raised in connection 
with this application relates to the proposed 
accounting treatment of the acquisition. A. 
G. & E. anticipates that it would have to 
bid way over the underlying book value for 
the C. & S. O. common stock. It proposed 
to carry on its books the full purchase price. 
The staff has questioned its accounting treat- 
ment and has suggested a requirement of seg- 
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regation and amortization of the excess of 
the purchase price over the underlying book 
value. As we have indicated, this general 
question is a difficult one which is presently 
under study (see Re American Power & Light 
Co. Holding Company Act Release No. 6158, 
Oct. 24, 1945), but since, for the reason in- 
dicated, the C. & S. O. acquisition cannot be 
permitted, we do not reach it here. 

In view of the fact that the application be- 
fore us is for permission to bid, rather than 
for permission to consummate an actual pur- 
chase, the purchase price could not be known 
until the results of the bidding are announced. 
Accordingly, it was not contemplated in any 
event that we would at this time pass on 
whether the purchase price met the applicable 
standards of the Act. 
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APPENDIX I 


Statement by A. G. & E. of Estimated Capital 
and Operating Benefits Resulting from In- 
tegration of System of Columbus and South- 
ern Ohio Electric Company with Central 
System of American Gas and Electric Com- 
pany. 

Capital Savings 
Total Annual 
$500,000 
298,000 


$202,000 


Capacity Savings 


Cost of Integration .... 2,980,000 





Construction and Engi- 
neering 

Purchase of Construc- 
tion Materials 


Total Capital 
Operating Savings 


4,500 
3,375 
$209,875 


$897,140 
129,524 


Generation 

Purchasing—Fuel and Materials .. 

Administration and General Ex- 
pense 

Energy Losses 


70,611 
$1,295,140 


Total Operating Savings 


Total Capital and Operating 


Savings $1,505,015 


CAFFREY, Commissioner, dissent- 
ing: I cannot agree with the two 
Commissioners presently forming the 
majority for the purposes of this opin- 
ion. In my view, we cannot deny this 
application by general appeals to the 
evils of bigness without particular ref- 
erence to the specific standards of the 
Act. 


The majority does not question the 
clear showing in the record, that 
through this acquisition the level of 
efficiency of service would be material- 
ly raised in the areas of Columbus & 
Southern and of the American Gas & 
Electric Central system. There is no 
evidence to contradict the careful esti- 
mates of American Gas & Electric that 
at least $1,500,000 of capital and op- 
erating savings (computed on an an- 
nual basis) will result from the im- 
provements and codrdination proposed 
in this case. 

I am, of course, aware that, in the 
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integration proceedings under § 11 
(b)(1), we expressed concern over 
the size of the Central system and that 
we stated that the system “ap- 
proaches” a maximum which we be- 
lieve permissible under the standards 
of § 2(a)(29). (Re American Gas 
& E. Co. [1945] Holding Company 
Act Release No. 6333, 63 PUR(NS) 
post, p. 381.) I affirm the statement 
we made in the § 11(b)(1) case. But 
that case cannot, and was not intend- 
ed to, decide future cases, and there is 
still open the question whether the 
resulting system which would be creat- 
ed upon this proposed acquisition 
would be too large under the stand- 
ards of the act. 


First, it must be noted that the ac- 
quisition does not carry the system in- 
to any essentially new territory and 
that, considered in terms of its defini- 
tion at terminal points, the Centrdl 
system now occupies a territory em- 
bracing the area of C.& S.O. Thus, 
from the point of view of spread alone, 
the system is not materially enhanced 
by the acquisition. 

Secondly, it must be remembered 
that the “size” standard of § 2(a) 
(29) does not exist in a vacuum, but 
that it must be considered in the light 
of the state of the art and with espe- 
cial reference to impairment of the ad- 
vantages of (a) localized manage- 
ment, (b) efficient operation, and (c) 
effective regulation. 

I will comment specifically on the 
standard of size as related to the lan- 
guage of the statute. However, since 
I think it clear that size cannot be con- 
sidered independently of the physical 
aspects of the acquisition, I think it is 
necessary to comment on some of the 
claimed benefits and savings. The 
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majority opinion notes that, in general 
terms, the applicant proposes to im- 
prove service on the C. & S. O. facili- 
ties and to achieve substantial savings. 
Thus savings result from elimination 
of the necessity for maintaining any 
spinning reserve for the C. & S. O. 
system (this saving amounting to 
about 15,000 kilowatts). Additional 
saving of 15,000 kilowatts, now con- 
servatively estimated as a necessary 
reserve to provide for taking large 
generating units out of service for 
overhauling, will result from full shar- 
ing of reserves. Because of the di- 
versity of loads (that is, the occur- 
rence of maximum demands at differ- 
ent periods) and the consequent abil- 
ity of the new system (as a whole) to 
coordinate facilities, it is estimated 
that an additional 5,000 kilowatts of 
capacity can be saved. Similar bene- 
fits are estimated as a result of the 
ability of the new system to maintain, 
in the aggregate, smaller installed re- 
serves to meet load growths. About 
$8,000 annually will, it is claimed, be 
saved as a result of the pooling of fa- 
cilities for construction, engineering, 
and purchasing. 

A large portion of the claimed sav- 
ings in operating expenses derive from 
the substitution of low cost generation 
for base loads from the present Cen- 
tral system for relatively higher cost 
generation now conducted at the three 
plants of C. & S. O. 

In addition, it has been pointed out 
that the present generation installa- 
tions of C. & S. O. are limited in their 
ability to expand economically because 
of limitations in available condensing 
water and other factors. Codérdina- 
tion of the systems will permit carry- 
ing of increased loads from presently 
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more efficient and expandable plants 
of the Central system. 

Neither in cross-examination nor in 
arguments before us has the staff been 
able to controvert this evidence or to 
show that the estimates are not con- 
servative and reliable. 

Against this background, I approach 
the evidence and arguments as to size. 
I will consider the size standard in 
relation to the particular factors set 
forth in the statute. 


(a) Localized management does 
not mean, under this Act, complete 
neighborhood control. The entire 
tenor of the legislative setting of the 
standard and of our past administra- 
tion has been to view the standard as a 
locus between the advantages of co- 
ordinating large-scale facilities and 
preserving local participation in the 
formulation of local policies, The pres- 
ent “Central” system has been held 
not to impair those advantages and 
the codrdination into the system of 
properties lying within its general ter- 
ritory under the circumstances of this 
case has no perceptible tendency to im- 
pair the advantages of localized man- 
agement now present throughout A. 
G. & E.’s territory. In fact, it may 
augment those advantages. The evi- 
dence indicates that within the A. G. 
& E. system a high degree of discre- 
tion in the handling of purely local 
problems of relationships with local 
communities is left to district manage- 
ment and that participation of local 
management in general community af- 
fairs is encouraged by the system. 
Further, while it is not exclusively sig- 
nificant, the fact must also be consid- 
ered that improvements in the quality 
of service to particular localities 
brought about the codrdination tend 
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to enhance the advantages of localized 
management as long as the central 
management is sensitive to local needs 
and desires in other respects. 

(b) That efficiency of operations 
would be enhanced by the proposed ac- 
quisition has, I think, been amply 
demonstrated by A. G. & E. I have 
commented on some-of the operating 
benefits claimed to result from the co- 
Ordination of the properties. While 
my comments have not exhausted the 
evidence as to the benefits, I think 
them sufficient to show that the stand- 
ards of § 2(a)(29) would be fully 
met in terms of efficiency of opera- 
tions. 

(c) In our § 11(b)(1) opinion re- 
specting the Central system, we com- 
mented on some aspects of regulation 
of the system. I will not repeat those 
findings. My concern here is whether 
the addition of C. & S. O. to the sys- 
tem will have any tendency to impair 
the effectiveness of regulation of the 
system. I believe that it will not. As 
a holding company system, A. G. & E. 
would remain within our jurisdiction 
and its relations to C. & S. O., as 
well as to its other subsidiaries, would 
be subject to our supervision under 
the Act. Interstate aspects of the 
Central system’s operations are sub- 
ject to Federal Power Commission ju- 
risdiction. C. & S. O., which now 
claims not to be subject to F.P.C. ju- 
risdiction, will unquestionably become 
so subject upon codrdination with the 
Central system. The Ohio State 
Commission will retain the full meas- 
ure of its jurisdiction over C. & S. O. 
and Ohio power and that Commission 
has, in fact, informed us that it deems 
the acquisition “advisable.” 

I would conclude that the standards 
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of §§ 10(b)(1) and 10(c) (2) would 
be satisfied by the proposed acquisi- 
tion. My conclusion is reached sole- 
ly with reference to the particular 
facts of this case, and in especial view 
of the overlapping territories involved 
and the incontrovertible evidence as 
to the degree of codrdination and the 
extent of the benefits achievable there- 
from. In view of the size of the ag- 
gregate of properties created by the 
acquisition, any less persuasive show- 
ing than that here made would not be 
sufficient, in my opinion, to merit our 
approval. 

I believe the principal fallacy in- 
volved in the majority’s approach is 
that it tends to assume that the stand- 
ard relating to the advantages of local- 
ized management has a significance 
independent of the other standards. 
From my view of the past administra- 
tion of the integration provisions of 
the Act, it is clear that the Commis- 
sion has always weighed that stand- 
ard together with the other standards. 
It has permitted the retention as a 
single integrated system of properties 
stretching over vast areas in the states 
of Texas, Oklahoma, Arkansas, and 
Louisiana because it believed the geo- 
graphical necessities of the territory 
required that such a conclusion be 
reached. It has sanctioned the reten- 
tion in compact areas of large aggre- 
gates of utility properties serving es- 
sentially urban communities. It has, 
in fact, sanctioned the joint retention 
of all the companies in A. G. & E.’s 
Central system, even though those 
companies operate in a vast area 
stretching over 90,000 square miles. 
(Re The Middle West Corp. Holding 
Company Act Release 5606, Feb. 16, 
1945; Re The North American Co. 
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[1945] 11 SEC 194, 43 PUR(NS) 
257; Re American Gas & E. Co. 
supra. ) 

In each one of these cases, size, per 
se, was not considered as a limiting 
factor on retainable properties, and in 
none of these cases was size regarded 
as a limiting factor in considering the 
standard relating to the advantages 
of localized management. Unless the 
Commission has abandoned the spirit 
of approach inherent in its past deci- 
sions and is now affirming that the 
standard of localized management is to 
be considered independently of other 
incontrovertible and manifest physical 
and operational advantages, there is no 
reason why, in my opinion, this appli- 
cation cannot be approved. 


Of course, I am concerned with the 
problem of size, and I do not by any 
means subscribe to the doctrine 
(which might be inherent in some of 
the arguments made by the applicants 
in this case) that efficiency alone is the 
determining factor. But I am unable 
to find in the majority opinion any 
clear, precise statement of why the 
majority regards this acquisition to 
transcend the allowable limits of the 
statute. I limit my consideration to 
this case. I am not dealing with pos- 
sible acquisitions which might be 
brought before us in the future where 
the evidence as to size might be more 
critical and the evidence as to coor- 
dination and efficiency less persua- 
sive. 
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Panhandle Eastern Pipe Line Company 


et al. 


v 


Federal Power Commission et al. 


No. 12,466 

154 F2d 909 

April 5, 1946 
F pniyeate by wholesale natural gas company for relief 
from expense of distributing impounded funds to ultimate 
consumers as required by stay order; such relief denied but order 
modified as to application of earnings on funds. For decision 
on rate order, see (1945) 324 US 635, 89 L ed 1241, 58 PUR 

(NS) 100, 65 S Ct 821. 


Reparation, § 43 — Distribution to ultimate consumers — Wholesale rate reduc- 
tion — Expense of distribution. 

1. A wholesale natural gas company should not be relieved from the ex- 
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pense of distributing to ultimate consumers funds impounded under a stay 
order pending appeal from a rate order, which has been sustained, where 
there is no adequate basis for a conclusion that the expense will be so great 
as to justify such relief and most of the distributing utilities have disclaimed 
any interest in the impounded funds and have agreed that so much of the 


— as was derived from sales of gas to them belongs to their customers, 
p. 271. 


tie Bo — Expense of distribution — Use of earnings on impounded 

unds. 
2. An order staying a rate order pending appeal, on condition that a whole- 
sale natural gas company bear the expense of distributing impounded funds 
to ultimate consumers, should be modified to permit earnings on the funds 
to be applied against expenses of distribution, in view of the practical con- 
sideration that if earnings were not so applied the delay and expense in- 
volved in calculating the trifling amount which would be added to the share 
of each of the consumers would more than offset any possible benefit to 








them, p. 271. 


(Ruworcx, CJ., dissents.) 


APPEARANCES: John S. L. Yost, 
for Panhandle Eastern Pipe Line 
Company. Lambert McAllister, Spe- 
cial Counsel, Federal Power Com- 
mission; James H. Lee, Assistant 
Corporation Counsel, city of Detroit; 
Harold Goodman, Special Assistant 
Prosecuting Attorney, county of 
Wayne, Michigan; and James W. 
Williams, Assistant Attorney General, 
Michigan Public Service Commission, 
for said respondents. J. Francis Hay- 
den, Special Assistant to the Attorney 
General, for United States of America. 
Warren Henry, Staff Member of the 


Illinois Commerce Commission, for 
said Commission. 

Before Sanborn, Woodrough, and 
Riddick, CJJ. 


SANBORN, CJ., delivered the opin- 
ion of the court: 

[1,2] The Panhandle Eastern Pipe 
Line Company (which will be referred 
to as “Panhandle” ), in its response to 
the order to show cause issued on 
December 12, 1945, has asked that 
the stay order entered by this court on 
December 7, 1942, be modified so as 
to relieve Panhandle of the expense of 





1 (Stay Order) 

“This matter comes before the court upon 
the petition of petitioners for an order of stay 
of the order of the Federal Power Commis- 
sion, dated September 23, 1942, 3 FPC 273, 
45 PUR(NS) 203, requiring reduction in 
rates and charges for gas furnished by peti- 
tioners; the pleadings filed thereto; the reply 
of the petitioners, various memoranda pre- 
sented by the parties; and oral presentation 
by Glenn W. Clark and D. H. Culton for 
petitioners, Harry S. Littman for the Com- 
mission, Harold an for Wayne County, 


James H. Lee for the city of Detroit, and 
Park Chamberlain for Michigan Consolidat- 
ed Gas Company. 

“Until further order of this court, the above 
order of the Federal Power Commission is 
stayed upon the conditions following: 
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“1. The monthly difference between pay- 
ments to petitioners under existing rates or 
arrangements and those required under the 
order of the Commission shall be promptly 
paid over to John G. Hughes of Kansas City, 
Missouri, as the custodian of this court, not 
later than the twenty-fifth of the succeeding 
month, to be held by him for the benefit of 
the ultimate consumers or of petitioners as 
in this litigation may be determined entitled 
thereto. Such payments for months prior to 
this order shall be made by December 15, 
1942. Triplicate receipts for each of such 
payments shall be given petitioners by the cus- 
todian, one of which shall be promptly filed, 
by petitioners, with the clerk of this court 
and one with the Federal Power Commission. 


“2, The entire expenses of impounding (in- 
cluding, among other things, protecting, in- 
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distributing to ultimate consumers 
funds impounded under the stay or- 
der. 

The stay order was granted upon 
the application of Panhandle, which 
was seeking a review and reversal of 
the order of the Federal Power Com- 
mission dated September 23, 1942, 
. supra, which directed Panhandle to 
reduce by about $5,000,000 per an- 
num its rates for the transportation 
and sale of natural gas in interstate 
commerce for resale. While the ques- 
tion presented by Panhandle in its 
petition for review of the order of the 
Commission justified the granting of 
a stay upon appropriate conditions 
(Russell v. Farley [1882] 105 US 
433, 438, 26 L ed 1060), it developed 
that the challenged order of the Com- 
mission was not invalid. Panhandle 
Eastern Pipe Line Co. v. Federal 
Power Commission (1944) 54 PUR 
(NS) 26, 143 F2d 488, affirmed 
(1945) 324 US 635, 89 L ed 1241, 
58 PUR(NS) 100, 65 S Ct 821. 

This court is now confronted with 
the problem of distributing impounded 
funds of approximately $25,000,000, 
representing overcharges collected by 
Panhandle from distribution com- 
panies during the impounding period. 


Most of these distributors, which 
bought gas at wholesale from Panhan- 
die and sold it at retail to ultimate 
consumers, have disclaimed any inter- 
est in the funds impounded and have 
agreed that so much of the funds as 
was derived from the sales of gas to 
them by Panhandle belongs to their 
customers. The expense of distribut- 
ing the impounded funds to the ulti- 
mate consumers of gas purchased from 
these distributors will be large. It is 
estimated that it will exceed $1,000,- 
000, and conceivably may run into 
higher figures. This court, before at- 
tempting any distribution of the funds, 
must determine whether the entire ex- 
pense of distribution shall be borne by 
Panhandle, as contemplated by the 
stay order, or whether all or part of 
the expense shall be paid out of the 
impounded funds. 

The condition of the stay order 
which Panhandle contends should be 
modified reads as follows: 

“The entire expenses of impound- 
ing (including, among other things, 
protecting, investing, and distributing 
to petitioners or to ultimate consum- 
ers) of these funds shall be borne by 
petitioners. Whether any earnings 
on such funds (while so impounded) 





vesting, and distributing to petitioners or to 
ultimate consumers) of these funds shall be 
borne by petitioners. Whether any earnings 
on such funds (while so impounded) may 
be applied upon such expenses is reserved for 
future determination. When and as required 
by orders of this court, petitioners shall pay 
to the custodian such expense money, upon 
triplicate receipts, which shall be filed as 
above. 

“3. No interest shall be charged petitioners 
upon such impounded funds unless allowed 
upon application hereafter made by respond- 
ents or any of them. Such future applica- 
tions may be made only (a) if and when 
petitioners fail to be ready to present this 
review upon the merits on May 14, 1943 (as 
set for hearing by a separate order entered 
as of this date), or (b) if and when this court 


shall enter its decree or order sustaining the 
above order of the Commission and shall deny 
any petition for rehearing which may be filed 
thereto. Any interest allowed hereafter shall 
be at the rate of 4 per centum annually from 
the date of such allowance or thereafter as 
required by any orders of allowance. 

“4. Full power and jurisdiction is reserved 
to cancel or modify this order and to enter 
any other orders (without or with applica- 
tion of the parties) to protect or to promote 
the rights and interests of the parties to this 
litigation and of the ultimate consumers fi- 
nancially interested in the impounded funds. 

“It is further ordered that the clerk of this 
court is directed to transmit a copy of this 
order to each of the parties to this proceed- 
ing or to their above counsel. 

“December 7, 1942.” 
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may be applied upon such expenses is 
reserved for future determination. 
When and as required by orders of 
this court, petitioners shall pay to the 
custodian such expense money, upon 
triplicate receipts, which shall be filed 
as above.” 

Panhandle argues that the condition 
is invalid and inequitable in so far as 
it imposes upon Panhandle any ex- 
pense of distribution of the impound- 
ed funds to ultimate consumers. This 
argument is based largely upon the 
case of Central States Electric Co. v. 
Muscatine (1945) 324 US 138, 89 L 
ed 801, 57 PUR(NS) 81, 65 S Ct 
565, the implications of which Pan- 
handle believes indicate that this court 
lacked jurisdiction to impose upon 
Panhandle the burden of the expense 
of distributing these funds to persons 
with whom it had no contractual rela- 
tions and from whom it collected no 
part of the overcharges impounded. 
The implications drawn by Panhandle 
from the Central States Case relative 
to the power of this court to condition 
the stay order as it did, are, we think 
unjustified in view of what the Su- 
preme Court has ruled in Russell v. 
Farley, supra (105 US at pp. 438, 
443); Meyers v. Block (1887) 120 
US 206, 214, 30 L ed 642,7S Ct 
525; Inland Steel Co. v. United States 
(1939) 306 US 153, 156-158, 83 L 
ed 557, 59 S Ct 415; and United 
States v. Morgan (1939) 307 US 
183, 191, 193, 194, 197, 198, 83 L ed 
1211, 29 PUR(NS) 47, 59 S Ct 795. 

In the Inland Steel Case (pages 
156, 157 of 306 US), the Supreme 
Court said: 

“A court of equity ‘in the exercise 
of its discretion, frequently resorts to 
the expedient of imposing terms and 
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conditions upon the party at whose in- 
stance it proposes to act. The power 
to impose such conditions is founded 
upon, and arises from, the discretion 
which the court has in such cases, to 
grant, or not to grant, the injunction 
applied for. It is a power inherent in 
the court, as a court of equity, and has 
been exercised from time immemo- 
rial.’ 

“In the exercise of its discretion, 
the district court imposed conditions 
in its decree granting appellant’s peti- 
tion for an interlocutory injunction. 
Appellant neither objected to the con- 
ditions nor sought review of the 
court’s action in imposing them, but 
under the interlocutory injunction en- 
joyed for three years the suspension— 
which it had sought—of the Commis- 
sion’s order, pending litigation. Now, 
the litigation ended, appellant insists 
that the district court lacked jurisdic- 
tion to do more than vacate its inter- 
locutory injunction and dismiss the 
petition, since no pleadings of the 
railroad or the Commission sought the 
creation of the special allowance ac- 
count. But this overlooks the gov- 
erning principle that it is the duty of- 
a court of equity granting injunctive 
relief to do so upon conditions that 
will protect all—including the public 
—whose interests the injunction may 
affect.” 

In the Morgan Case (pages 193, 
194 of 307 US, 29 PUR(NS) at 
p. 54), the court said: 

oh In taking the payments 
into custody it (the district court) 
acted as a court of equity, charged 
both with the responsibility of protect- 
ing the fund and of disposing of it ac- 
cording to law, and free in the dis- 
charge of that duty to use broad dis- 
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cretion in the exercise of its powers 
in such manner as to avoid an unjust 
or unlawful result. It entered into no 
contract or understanding with the 
litigants ; it entered into no undertak- 
ing as to the manner of disposing of 
the fund; its duty with respect to it is 
that prescribed by the applicable prin- 
ciples of law and equity for the pro- 
tection of the litigants and the public, 
whose interests the injunction and the 
final disposition of the fund affect. In- 
land Steel Co. v. United States, su- 
pra.” 

At the time the stay order was en- 
tered in this cause, this court, of 
course, realized that the impounded 
funds would be made up of alleged 
overcharges collected by Panhandle 
from distributors; that all of such ex- 
cess charges would be paid to Pan- 
handle by the distributors, but that 


virtually all of the charges would be 
collected by the distributors from their 
retail customers; and that, if the order 
of the Commission was valid, most of 
the impounded funds would have to 
be distributed by the court to the ulti- 


mate consumers. It is apparent that 
this court, in conditioning the order 
granting the stay, gave due considera- 
tion to the question whether Panhan- 
dle should be required to pay interest 
upon the alleged overcharges im- 
pounded, and whether, if they were 
finally to be distributed to ultimate 
consumers, Panhandle should bear the 
expense of distribution. The stay or- 
der shows that the court concluded 
that Panhandle should bear the ex- 
pense of distribution, but should not— 
unless thereafter ordered by the court 
—be required to pay interest on the 
funds impounded, and that the court 
should reserve for future determina- 
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tion the question whether the earn- 
ings of the funds should be applied to 
the distribution expense. The order 
of December 7, 1942, stated the terms 
and conditions upon which this court 
was willing to grant to Panhandle a 
stay of the order of the Commission 
during the pendency of this cause. 
These terms and conditions, we think, 
were reasonable. They were accepta- 
ble to, and were accepted by, Panhan- 
dle. We cannot believe that this court 
abused its discretion in requiring that 
Panhandle hold harmless the ultimate 
distributees of these funds from the 
costs and expenses attributable to the 
granting of the stay which Panhandle 
sought and which this court could 
have denied. Moreover, a requirement 
that Panhandle pay interest on the al- 
leged overcharges while they were be- 
ing impounded might well have been 
more burdensome than the require- 
ment that it pay the expenses of dis- 
tribution. 

It is contended, however, that it 
would be inequitable to enforce the 
challenged condition of the stay order. 
There is, we think, no adequate basis 
for a conclusion that the expenses of 
distribution will be so great as to 
justify this court in relieving Panhan- 
dle of the obligation imposed by the 
stay order, to pay them. The im- 
pounded funds, which have been in- 
vested in short-term government se- 
curities bearing interest at less than 
one per cent, have produced very sub- 
stantial earnings. These earnings and 
any future earnings should, we think 
be applied against the expenses of dis- 
tribution which this court must neces- 
sarily incur in disposing of the funds. 
This conclusion is based upon the 
practical consideration that if the pres- 
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ent and future earnings were not ap- 
plied upon expenses of distribution, 
the delay and expense involved in cal- 
culating the trifling amount which 
would be added, out of the earnings, 
to the share of the impounded funds 
belonging to each of the several mil- 
lion consumers would more than off- 
set any possible benefit to them. We 
think that to apply the earnings of the 
funds to the expense of distributing 
them will be to expedite and simplify 
the distribution, to the advantage of 
the distributees. The stay order will 
be modified so as to provide for the 
application of earnings to the expenses 
of distribution. The court will at all 
times welcome any suggestions from 
Panhandle as to means or methods for 
keeping down such expenses. 

Except as indicated herein, the 
prayer of Panhandle for a modifica- 
tion of the stay order is denied. 


Note: Judges Stone and Johnson, 
of this court, who, with the late Judge 
Van Valkenburgh, entered the stay 
order of December 7, 1942, sat with 
the court at the hearing on Panhan- 
dle’s request for a modification of the 
order, but in an. advisory capacity 
only. 


Rippick, CJ., dissenting: In the 
Natural Gas Act Congress dealt only 
with rates for natural gas transported 
and sold in interstate commerce for 
resale to ultimate consumers. Provi- 
sion for conforming local rates at re- 
tail to a reduction in wholesale rates 
ordered by the Federal Power Com- 
mission was left to state legislative 
power. During the accumulation of 
the fund in court there has been no 
exercise of this power over local gas 
rates in any of the states in which Pan- 
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handle gas has been distributed at re- 
tail. The fund in court is money paid 
in by Panhandle which, but for the 
stay order, would have been retained 
by the distributors of gas at retail who 
purchased it from Panhandle at whole- 
sale. The fund may, therefore, be re- 
garded as the accumulation of pay- 
ments made by these distributors, 
which, in turn, have collected the 
money from their retail customers 
under local rates established by state 
authority, lawful when the collections 
were made and throughout the period 
of the accumulation of the fund in 
court. 

It follows that the fund is in law the 
property of the distributors in the pro- 
portion in which they contributed to 
it. Panhandle has received the fund 
from the distributors in violation of 
the order of the Federal Power Com- 
mission, and is by law obligated to re- 
turn it to them. The purpose of im- 
pounding the fund in the hands of the 
court was to insure that this legal 
obligation of Panhandle would be 
promptly met in the event the order of 
the Federal Power Commission was 
sustained by the courts. During the 
accumulation of the fund Panhandle 
has never been under any enforceable 
legal obligation to the customers of 
the distributors, nor does such an 
obligation now exist. 

All agree that the consumers of gas 
at retail ought to have the benefit of 
a reduction in wholesale rates, since 
the local rates are, to a large extent, 
measured by wholesale rates. What- 
ever right the ultimate consumers of 
gas may acquire to share in the bene- 
fits of the reduction in wholesale rates 
is enforceable against the distributors 
and not against Panhandle, and in the 
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courts of the states in which Pan- 
handle gas is distributed and not in 
this court. Moreover, so far as this 
court is presently advised, the ulti- 
mate consumers do not now possess a 
legally enforceable claim against the 
distributors from whom they have pur- 
chased Panhandle gas at lawful retail 
rates. 

If now the distributors and their 
customers, by agreement among them- 
selves, decide that the share in the 
fund allotted to any distributor may be 
distributed among its customers, the 
ultimate consumers, the expense of 
such a distribution may not be im- 
posed upon Panhandle. The same 


result follows if reparation orders of 
state regulatory Commissions are 
made against distributors to prevent 
the receipt by them of a windfall as a 
result of the reduction of wholesale 
rates. Under either arrangement the 
expense of distribution must be paid 
from each distributor’s share in the 
fund in the court, unless by agreement 
it is assumed by the distributors or 
imposed upon them by some state au- 
thority, the existence of which is not 
now apparent to say the least. The 
expense of a distribution to ultimate 
consumers may not, in my opinion, be 
imposed upon Panhandle. 





UNITED STATES CIRCUIT COURT OF APPEALS, 
TENTH CIRCUIT 


Cities Service Gas Company 


Vv 


Federal Power Commission et al. 


No. 2813 
— F2d — 
April 30, 1946 


EVIEW of order of Federal Power Commission reducing 
R interstate natural gas rates; affirmed. For Commission 
decision, see (1943) 50 PUR(NS) 65. 


Appeal and review, § 28.4 — Conclusiveness of decision — Rate order of Federal 
Power Commission. 
1, The Federal Power Commission has been given a free reign in the ef- 
fectuation of the congressional purpose of the Natural Gas Act, the admin- 
istrative process is no longer fettered by judicial notions of the economic 
merits of a rate order, and if a Commission rate order when viewed in 
its entirety produces no arbitrary result, judicial inquiry is at an end, 
p. 281. 
Appeal and review, § 28.1 — Presumption as to order — Federal Power Com- 
mission. 
2. There is an almost conclusive presumption that a rate order of the Fed- 
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eral Power Commission which meets the standards of the Natural Gas Act 
does not exceed the bounds of due process, since the constitutional require- 
ments are no more exacting than the statutory requirements of the act, 
p. 281. 


Rates, § 13 — Powers of Federal Power Commission — Rate-making formula. 
3. The Federal Power Commission is statutorily and constitutionally free 
to use any rate-making formula it chooses so long as the end result it pro- 
duces will allow the regulated company to operate successfully, maintain its 
financial integrity, attract capital, and compensate its investors for the risk 
assumed, p. 281. 


Rates, § 13 — Jurisdiction of Federal Power Commission — Natural Gas Act — 
Consideration of unregulated business. 

4. The provision in § 1(b) of the Natural Gas Act, 15 USCA § 717(b), 
that it shall not apply to the production or gathering of natural gas does not 
preclude the Federal Power Commission from inquiring into and consid- 
ering the production and gathering properties in respect to depreciation, 
operating expense, and revenues in so far as they have a bearing upon the 
exercise of its jurisdiction to determine just and reasonable rates of natural 
gas transported interstate for resale for public consumption, p. 282. 


Appeal and review, § 28.7 — Conclusiveness of findings — Rate base. 
5. The court, in reviewing a rate order of the Federal Power Commission, 
has no right to intercede unless it is conclusively shown that failure to give 
consideration to the fair value of properties, including leasehold estates, 
will prevent the company from operating successfully as a public utility, 
under the prevailing view that the economic merits of a rate base is of 
no judicial concern, p. 283. 


Return, § 9 — Basis — Fair value. 
6. Fair value, the end product and not the means of the rate-making process, 
is not an essential ingredient of an economic rate base for rate-making pur- 
poses, p. 283. 
Return, § 11 — Rate base under Natural Gas Act — Cost — Fair value. 
7. Adoption of actual legitimate cost as the rate base of a natural gas com- 
pany was not erroneous, p. 283. 
Valuation, § 373 — Leaseholds and natural gas rights. 
8. Inclusion of leaseholds and natural gas rights in a rate base at actual 
cost of acquisition to a predecessor at a time when natural gas was worth- 
less at the point of production was not erroneous, p. 283. 
Valuation, § 373 — Leaseholds and natural gas rights — Past operating expenses 
— Abandoned leases — Interest. 
9. Exclusion of an amount representing past operating expenses, cost of 
abandoned gas leases, and capitalized interest from the rate base of a nat- 
ural gas company was proper, p. 283. 
Valuation, § 104 — Accrued depreciation — Required reserve as measure. 
10. Calculation of accrued depreciation as the sum of the annual deprecia- 
tion expense from the beginning of the property, less total net cost of 
roperty retired, is not objectionable on the ground that depreciation is a 
act and not a mere book entry or accounting concept, p. 285. 
Revenues, § 8 — Profits from extraction of residuals — Affiliated companies. 
11. The Federal Power Commission is justified in ignoring a contract be- 
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tween a natural gas company and an affiliate which extracts residuals from 
natural gas and crediting the natural gas company with excess profits of 
the affiliate in excess of cost of processing plus a 63 per cent return on the 
cost of properties devoted to the process, less depreciation, plus working 
capital, since otherwise a regulated utility would be permitted to syphon 
off its profits to affiliates through the guise of contracts for the perform- 
ance of essential functions of the integrated business, p. 287. 


Expenses, § 114 — Federal income tax — Excessive rates. 
12. Federal tax liability is properly eliminated as an item of cost where, 
under proper rates and charges on regulable sales of a natural gas com- 
pany, tax liability would not have been incurred, since the utility may not 
charge as an expense that which it cannot lawfully earn, p. 288. 


Appeal and review, § 28.1 — Conclusiveness of decision — Federal Power Com- 
mission — Allocation of cost of service. 
13. The appropriateness of the formula adopted by the Federal Power Com- 
mission in allocating cost of service between the facilities and operations 
of a natural gas company devoted to regulated service and the business not 
subject to regulation raises question of fact, not of law, and involves the 
exercise of informed judgment and discretion by those whose duty it is to 
make the pragmatic adjustments called for by the particular circumstances, 
p. 288 
(Pxutuirs, CJ., dissents.) 


¥ 


APPEARANCES: Donald C. Mc- 1943, new schedules of rates and 


Creery (Paul W. Lee, George H. 


Shaw, Wm. A. Bryans, III, Charles 
J. Kelly, Glenn W. Clark, and Robert 
D. Garver, were with him on brief) 
for petitioner; Harry S. Littman 
(Charles V. Shannon, Stanley M. 
Morley, John Randolph, William E. 
Kemp, Jerome M. Joffee, Louis E. 
Clevenger, and Floyd Green were 
with him on brief) for respondents. 


Before Phillips, 
Murrah, CJ. 


Murra, CJ., delivered the opin- 
ion of the court. This appeal brings 
here for review under § 19(b) of 
the Natural Gas Act of 1938 (15 
USCA § 717(r)(b)), an order of 
the Federal Power Commission en- 
tered July 28, 1943, 50 PUR(NS) 
65, directing the Cities Service Gas 
Company (herein called petitioner) 
to file on or before September 1, 


Huxman, and 


charges for natural gas sold in in- 
terstate commerce for resale, which 
would effect a reduction of “not 
less than” $4,445,871, as applied 
to its regulable sales for the test year 
1941. 

Petitioner is a wholly owned sub- 
sidiary of the Empire Gas and Fuel 
Company, which is in turn controlled 
by the Cities Service Company. Or- 
ganized February 1, 1922, as the Nat- 
ural Gas Pipe Line Company, peti- 
tioner acquired the properties of a 
number of other producing and trans- 
portation companies; was reorganized 
in November, 1926, under its present 
name, and acquired the properties of 
still other producing and transporta- 
tion companies, all the latter of which 
were owned or controlled by its par- 
ent, the Cities Service Company. As 
a result of these and other transac- 
tions with affiliated companies, peti- 
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tioner, at all times presently material, 
was one integrated natural gas sys- 
tem, devoted to the production, trans- 
portation, and sale of natural gas for 
resale for ultimate public consumption, 
and direct sales to industrial custom- 
ers. As such, it owned extensive 
proven and producing gas reserves in 
the Panhandle Field of Texas, the 
Hugoton Field in Kansas and Okla- 
homa, and numerous other fields in 
Oklahoma and Kansas. It owned a 
pipe-line system consisting of 4,300 
miles of main branch and field lines, 
with interconnections and connections 
with other pipe-line companies, togeth- 
er with appurtenant and ancillary fa- 
cilities, including 33 compressor sta- 
tions, 3 dehydrating plants, a purifi- 
cation plant, 4 principal gas storage 
fields, meter stations, and about 1,800 
miles of telephone lines and circuits. 
The pipe-line system is connected to 
its producing wells in the Panhandle 
and other fields in Kansas and Okla- 
homa, and these lines extend to and 
connect with local distribution sys- 
tems, which serve about 265 cities, 
towns, and communities in Kansas, 
Oklahoma, Missouri, and Nebraska, 
including the metropolitan areas of 
Kansas City, St. Joseph, Joplin, and 
Springfield, Missouri, and Kansas 
City, Lawrence, Topeka, Leaven- 
worth, Wichita, and Hutchinson, 
Kansas. At these points, the gas is 
sold at the distribution gates under 
various contracts of “sale for resale,” 
and to a considerable number of in- 
dustrial and other direct sale cus- 
tomers. 


During the test year of 1941, peti- 
tioner sold for resale 61,425,000 thou- 
sand cubic feet of natural gas, for 
which it received $12,903,500, and 
sold direct 40,700,000 thousand cubic 
feet for $4,335,500. The petitioner 
produced from its own wells in the 
Panhandle of Texas, Kansas, and 
Oklahoma, 43 per cent of its total 
natural gas requirements, and the re- 
mainder was purchased in the states of 
Kansas and Oklahoma, for which it 
actually paid the total sum of $2,716,- 
722, or an average of 4.58 cents per 
thousand cubic feet. 

In arriving at a rate base for the 
purpose of determining the reason- 
ableness of petitioner’s regulable in- 
terstate wholesale rates, the Commis- 
sion adopted and used the prudent in- 
vestment formula, or actual legiti- 
mate cost, less existing depreciation 
and depletion, plus working capital. 
After adjustments to the company’s 
plant account as of December 31, 
1941,} the Commission found from 
the evidence that the actual legitimate 
cost of all the properties used and use- 
ful in the production and transmis- 
sion of all the natural gas sold by it 
to be $66,977,654. From this amount, 
it deducted $20,779,558 for existing 
depreciation, and $1,024,891 for de- 
pletion of reserves, added $1,576,357 
to cover construction work in prog- 
ress, and $1,818,194 as a reasonable 
allowance for working capital, thus 
arriving at “the reasonable rate base 
for Cities Service Gas‘Company as an 
assembled whole and a natural gas 





1 The company’s plant account on its books 
as of December 31, 1941, was $86,134,828.57, 
but at the hearing, the company conceded $10,- 
793,370 as “write-up” on its books as the un- 
retired portion of a $17,000,000 “write-up.” 
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The Commission also eliminated from the 
plant account as “intangibles” of affiliated 
predecessor companies $6,280,190, which is not 
contested on the record. 
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utility” in the sum of $48,567,756.* 
The Commission allowed an annual 
rate of 64 per cent on this rate base or 
a return of $3,156,904, which it found 
to be “fair and liberal.” 


For the year 1941, petitioner’s 
books showed operation, exploration, 
and development cost in the sum of 
$10,625,724. Of this sum, the Com- 
mission disallowed $380,000 as ex- 
cessive profits realized by one of peti- 
tioner’s affiliates, Cities Service Oil 
Company, under a contract for the ex- 
traction of natural gasoline and other 
residuals, for the asserted reason that 
the affiliate’s profits under the con- 
tract exceeded by that amount a fair 
return on the property devoted to the 
process. It also adjusted the Federal 
income tax liability allowable as an 
expense to eliminate $1,822,148, leav- 


ing $7,810,137 as allowable operat- 


ing, exploration and development 
costs for 1941.8 Thus the company 
was allowed to earn its expenses in 
this sum, plus the allowable return of 
$3,156,904, or a total of $10,967,041. 
Rents and other miscellaneous gas 
revenues totaling $121,782 was cred- 
ited against this cost, leaving a net 
of $10,845,259, which the Commis- 
sion denominated as “total cost of 
service including return.” From total 
operating revenues (including regu- 
lable and nonregulable sales for the 


year 1941), the Commission deducted 
the allowable operating expense of 
$7,810,137, and the annual 64 per 
cent return on the rate base, $3,156,- 
904, to arrive at $6,393,889, which it 
called excess earnings before alloca- 
tion to jurisdictional and nonjurisdic- 
tional sales. 

In order to arrive at the cost of 
service for the jurisdictional sales, the 
Commission allocated the total cost of 
service between jurisdictional and non- 
jurisdictional sales, and by applying 
the so-called “demand and commod- 
ity” method, it found that $7,264,986 
represented the total cost of service, 
including a fair return, for the juris- 
dictional sales, while $3,580,273 rep- 
resented the cost of service for direct 
or nonjurisdictional sales. By sub- 
tracting the allocated cost of service 
for the jurisdictional sales from the 
gross revenue for such sales ($12,764,- 
651), the Commission concluded that 
the petitioner’s rates were excessive by 
the sum of $5,499,665. However, it 
made an additional allowance of $1,- 
053,794 for cost of service for the pe- 
titioner’s gas sales, subject to its 
jurisdiction, from a proposed trans- 
mission line connecting its properties 
in the Hugoton Field to its other 
marketing facilities, thus arriving at 
the ordered reduction in the wholesale 
rates. 





2 Actual Legitimate Cost: 
Natural gas rights and leaseholds 
Storage gas rights and leaseholds 
Transmission and gathering lines, 
compressor stations, gas wells, 
and all other property in service 


$1,644,349 
346,931 


64,986,374 
Total actual legitimate cost 66,977,654 
Less existing depreciation and de- 


Total investment in plant in 
i 45,173,205 
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1,576,357 
1,818,194 


48,567,756 


Construction work in progress ... 
Working Capital 
Rate Base 


8 Operating expenses 

Annual depreciation 

Annual depletion 

Taxes 

Exploration and development costs "295, 439 


$7,810,137 
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The petition for rehearing contains 
thirty-three ‘specifications of error, 
and they are brought forward in the 
petition for review under § 19(b) of 
the act. However, these objections 
have been regrouped for briefing and 
argument here, and they will be treat- 
ed substantially in the order present- 
ed. 

[1-3] Jurisdiction of the Commis- 
sion and Scope of Review—lIt is of 
first importance to take account of the 
respective provinces assigned to the 
Commission and the courts on review 
in order that we may perform the 
functions assigned to us without tres- 
pass upon the administrative prerog- 
atives. The primary aim of the Nat- 
ural Gas Act of 1938 was to “protect 
consumers against exploitation at the 
hands of natural gas companies.” Fed- 
eral Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591, 610, 88 


L ed 333, 51 PUR(NS) 193, 64S 


Ct 281. To effectuate that purpose, 
the act provides that all rates and 
charges subject to the jurisdiction of 
the Power Commission shall be just 
and reasonable, and declares that any 
charge which is not just and reason- 
able in unlawful. Section 4(a). To 
that end, the Commission is specifical- 
ly authorized, after hearing, to deter- 
mine “the just and reasonable rate,” 
and to fix the same by order. Section 
5(a). Any aggrieved party to an or- 
der of the Commission may obtain a 
review to the appropriate circuit court 
of appeals, which is vested with “ex- 
clusive jurisdiction to examine, modi- 
fy, or set aside such order in whole or 
in part. . . .” But, “the findings of 
the Commission as to the facts, if sup- 
ported by the evidence, shall be con- 
clusive.” Section 19(b). In delineat- 
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ing the scope of review, the courts 
have left no doubt of their disposition 
to give the Commission a free rein in 
the effectuation of the congressional 
purpose. The administrative process 
is no longer fettered by judicial no- 
tions of the “economic merits” of the 
rate order. 

It hardly seems necessary nor ap- 
propriate to reiterate what has al- 
ready been so emphatically said con- 
cerning the “broad area of discretion” 
committed to the Commission in the 
exercise of its statutory jurisdiction, 
to determine just and reasonable rates 
for the transportation and sale of nat- 
ural gas subject to its jurisdiction, or 
to remind ourselves that if the Com- 
mission’s order prescribing “just and 
reasonable rates,” when viewed in its 
entirety, produces no arbitrary re- 
sult, judicial inquiry is at an end. It 
is said that a finding of reasonable- 
ness made after a full hearing by the 
Commission is the product of “expert 
judgment,” which carries with it a 
strong presumption that it meets the 
statutory requirements. And _ since 
the constitutional requirements are no 
more exacting than the statutory 
standards of the act, there is an almost 
conclusive presumption that an order 
which meets the statutory standards 
does not exceed the bounds of due 
process. Federal Power Commission 
v. Natural Gas Pipeline Co. (1942) 
315 US 575, 586, 86 L ed 1037, 42 
PUR(NS) 129, 62 S Ct 736; Fed- 
eral Power Commission v. Hope Nat. 
Gas Co. supra, 320 US at p. 602; Col- 
orado Interstate Gas Co. v. Federal 
Power Commission (1944) 54 PUR 
(NS) 1, 142 F2d 943, 945. Thus, 
the Commission is statutorily and 
constitutionally free to use any rate- 
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making formula it chooses, so long as 
the end result it produces will allow 
the regulated company to operate suc- 
cessfully, maintain its financial integ- 
rity, attract capital, and compensate 
its investors for the risk assumed. 
Hope Natural Gas Co., supra; Colo- 
rado Interstate Gas Co. supra; Nat- 
ural Gas Pipeline Co. supra. 

[4] Regulation of Producing and 
Gathering of Natural Gas—Petitioner 
contends that in arriving at its rate 
order, the Commission exceeded its 
statutory authority by exercising reg- 
ulatory jurisdiction over the produc- 
tion and gathering of natural gas. 

It is true that the adopted rate base 
includes all of the production and 


gathering facilities of the petitioner, 
and it is also true that the Natural 
Gas Act specifically provides that its 
provisions “shall not apply . . . to 


the production or gathering of natural 
gas.” Section 1(b). But the objections 
to the inclusion of these properties in 
the rate base for the purpose of deter- 
mining just and reasonable rates for 
natural gas transported and sold inter- 
state for resale has already been 
squarely met and conclusively decided. 
In the Colorado Interstate Gas Case, 
supra, the Commission included in the 
adopted rate base the production and 
gathering properties of the Canadian 
River Gas Company because, as here, 
they were an integral part of a natural 
gas utility. In that case we failed to 
find anything in the act which pro- 
hibited the Commission from inquir- 
ing into and considering the produc- 


tion and gathering properties in re- 
spect to depreciation, operating ex- 
pense, and revenues in so far as they 
had bearing upon the exercise of its 
jurisdiction to determine just and rea- 
sonable rates of natural gas trans- 
ported interstate for resale for public 
consumption. On certiorari, the Su- 
preme Court, after review and discus- 
sion of the applicable provisions of 
the act, was of the opinion that it did 
not “preclude the Commission from 
reflecting the production and gather- 
ing facilities of a natural gas com- 
pany in the rate base, and determin- 
ing the reasonableness of rates subject 
to its jurisdiction.”* The late Mr. 
Chief Justice Stone, speaking for the 
minority, succinctly stated and upheld 
the contentions of the company there 
and here, to the effect that the regu- 
latory authority of the Commission 
began only with the delivery of gas 
into the petitioner’s transmission pipe 
lines, and included only the interstate 
transportation and sale of the gas for 
resale ;” that, since the wells 
and gathering facilities are not sub- 
ject to Commission regulation, the 
cost or value of the gas upon its de- 
livery to petitioner’s transmission line 
must, for purposes of rate regulation 
of the regulated business of transpor- 
tation and sale, be taken at its fair 
market value.” Colorado Interstate 
Gas Co. v. Federal Power Commis- 
sion (1945) 324 US 581, 617, 89 L 
ed 1206, 58 PUR(NS) 65, 88, 65 S 
Ct 829. 

It is thus clear that under the pre- 





4Mr. Justice Jackson, concurring specially, 
expressed the view that the Commission “is 
free to take evidence as to conditions and 
events quite beyond its regulatory jurisdiction 
where they are thought to affect the cost of 
that whose price it is directed to determine.” 
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“This,” he said, “as I see it, is all that has 
been done here. the Commission can- 
not wisely fix a reasonable price without con- 
sidering its incidental effect on production.” 
—— 324 US at p. 609, 58 PUR(NS) at p. 
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vailing view, the Commission did not 
exceed its jurisdiction by the inclusion 
of the production and gathering fa- 
cilities in the rate base for purposes 
of determining just and reasonable 
rates for the transportation for resale 
of natural gas. 

[5-9] Rate Base—As we have 
seen, the Commission’s adopted rate 
base for the purpose of calculating the 
allowable return is predicated solely 
upon actual legitimate cost of all prop- 
erties devoted to the enterprise.® All 
proffered evidence of fair value was 
rejected for the asserted reason that 
the actual cost was accurately ascer- 
tainable from the books and records of 
the company; that reproduction cost 
was at best “synthetic” and not taken 
from the books, did not purport to 
represent cost of actual investment, 
therefore the consideration of fair 


value or reproduction cost was unnec- 


essary. The petitioner argues that 
fair value is inherent in rate making 
as the end product of the process, and 
that evidence of it is certainly admis- 
sible and its rejection reversible error. 
In particular, petitioner complains 
not only of the Commission’s inclu- 
sion of its leaseholds and natural gas 
rights in the rate base at their nominal 
cost to its predecessors before they 
were first devoted to public service, 
but also of its disallowance of certain 
items which it contends represents ac- 
tual legitimate cost. 

Petitioner owned 720,252 acres of 
proven leaseholds and natural gas 
rights, consisting of approximately 
113,000 acres in the Panhandle Field 
of Texas, 180,000 acres in the Hugo- 


ton Field in Oklahoma, and approxi- 
mately 425,000 acres located in other 
parts of Oklahoma and Texas. As of 
December 31, 1941, these producing 
properties were carried on petitioner’s 
books at a capital cost of $2,207,758, 
and petitioner contends that the actual 
legitimate cost of these leases as of 
the above date was $2,174,122. The 
Commission included all these lease- 
holds in the rate base as used and use- 
ful in rendering gas service, but found 
that only $1,644,349 of the amount 
claimed should be included in the rate 
base as actual cost of the leasehold. 
The balance of $529,733, representing 
past operating expenses, cost of aban- 
doned leases, and capitalized interest 
thereon, was disallowed for the stated 
reason that since these expenses had 
been treated as operating expenses by 
the affiliated company which had ac- 
quired them, they could not be 
brought forward as capital cost in the 
rate base. 

Most of the leaseholds and natural 
gas rights were originally acquired by 
petitioner’s affiliates (especially those 
in the Texas Panhandle), while ex- 
ploring for oil, and at a time when gas 
was considered a nuisance, and enor- 
mous quantities were being wasted be- 
cause there was no marketable use for 
it. Consequently, large blocks of 
acreage (including 63,000 acres in one 
block in the Texas Panhandle), were 
acquired at a nominal cost, and in con- 
sideration of covenants to develop and 
pay royalties. When in 1935 these 
leases were sold and transferred to pe- 
titioner as a reservoir for markets 
which had been tapped in metropolitan 





5In its summary of actual legitimate cost, 
the Commission observed: “We have includ- 
ed in the rate base every dollar actually in- 
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vested by the company and its affiliates in the 
property devoted to public service.” (50 PUR 
(NS) at p. 78.) 
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areas, by the construction of large 
transmission lines from the producing 
area, they had of course become ex- 
ceedingly valuable to the enterprise. 

The Commission rejected proffered 
evidence of the fair value of these 
leaseholds as an essential part of the 
natural gas utility, on the grounds 
that it was wholly “immaterial and ir- 
relevant” to the determination of just 
and reasonable rates, based upon ac- 
tual investment of the properties de- 
voted to the regulated business. The 
Texas Panhandle leases, on which was 
located 98 producing wells, and which 
in 1941 supplied 43 per cent of the 
gas sold by petitioner, were included 
in the rate base at an actual legitimate 
cost of $392,610.84 (including top 
ground equipment). These leases 
were transferred by the Empire Gas 
and Fuel Company to the Cities Serv- 
ice Pipe Line Company in 1928, and 
in 1935 they were sold to petitioner 
for the sum of $1,056,000 actually 
paid. 

In substance, the petitioner argues 
that although actual legitimate cost 
may be a permissible rate-making for- 
mula under the Natural Gas Act, yet 
it is not an inexorable rule which binds 
the Commission in the face of funda- 
mental considerations of fairness to the 
contrary. It is pointed out that the 
allowance of the actual cost of the ac- 
quisition of the leases to the peti- 
tioner’s predecessor at a time when 
natural gas was worthless at the point 
of production, is to overlook and fail 
to compensate for the going concern 
value of a complete natural gas utility, 
and fails to recognize the risk involved 
in the speculative field of exploring 
and developing adequate reserves, and 
transmitting the same to market. 
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There are some who hold to the 
principle that “realization from the 
risk of an investment in a speculative 
field, such as natural gas utilities, 
should be reflected in the present fair 
value.” See Mr. Justice Reed dissent- 
ing in the Hope Gas Case, supra, 320 
US at p. 622, 51 PUR(NS) at p. 
212. But if, under the prevailing 
view, the economic merits of a rate 
base is of no judicial concern (see spe- 
cial concurring opinion in Federal 
Power Commission v. Natural Gas 
Pipeline Co. supra, 315 US at p. 606, 
42 PUR(NS) at p. 152, and concur- 
ring opinion in Driscoll v. Edison 
Light & P. Co. [1939] 307 US 104, 
122, 83 L ed 1134, 28 PUR(NS) 65, 
59 S Ct 715), we have not the right 
to intercede unless it is conclusively 
shown that failure to give considera- 
tion to the fair value of properties, 
including the valuable leasehold es- 
tates, will prevent the company from 
operating successfully as a public util- 
ity. It is said that “rates cannot be 
made to depend upon ‘fair value’ when 
the value of the going enterprise de- 
pends on earnings under whatever 
rates may be anticipated.” Hope Nat- 
ural Gas Co. Case, supra, 320 US at 
p. 601, 51 PUR(NS) at pp. 199, 200. 
In other words, fair value is the end 
product and not the means of the rate- 
making process.® Fair value is no 
longer deemed an essential ingredient 
of an economic rate base for rate- 
making purposes. Federal Power 
Commission v. Natural Gas Pipeline 
Co. supra; Hope Natural Gas Co. 
Case, supra; Colorado Interstate Gas 

®See Status of Regulatory Commissions 


under the Hope Gas Case decisions, 
Georgetown Law Journal, 1943. 
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Co. v. Federal Power Commission, 
supra (324 US 581). 

In the Colorado Interstate Gas 
Company Case, vast acres of gas-pro- 
ducing properties of the Canadian Gas 
Company, located in the same Texas 
Panhandle Field, were put in the rate 
base of an integrated gas utility at 
their nominal cost to the utility’s pred- 
ecessors. We approved the action of 
the Commission in disallowing the dif- 
ference between the actual original 
cost of the leases, and the sale price 
of the same to the utility first devot- 
ing them to public use, on the grounds 
that the difference between the actual 
cost and their cash sale price to an af- 
filiated company was a “synthetic in- 
flation,” which had no place in the 
field of rate making. In support of 
certiorari, the Canadian River Gas 
Company, as the owner of the prop- 


erties devoted to the integrated enter- 
prise, strenuously complained of the 
refusal of the Commission to include 
the producing properties in the rate 
base at the cash sale price paid by the 
company first devoting them to public 


use. That point was taken on cer- 
tiorari (1945) 323 US 807, 89 L ed 
644, 65 S Ct 427, and specifically 
treated on appeal. Supra, 324 US p. 
604. The majority of the court could 
not “say as a matter of law that the 
Commission erred in including the 
production properties in the rate base 
at actual legitimate cost.” 324 US at 
p. 605, 58 PUR(NS) at p. 81. But 
see Mr. Justice Jackson concurring, 
at p. 610, and dissent of the late Mr. 
Chief Justice Stone, at p. 616. A like 
contention was made and rejected in 
Panhandle Eastern Pipe Line Co. v. 
Federal Power Commission (1945) 
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324 US 635, 648, 89 L ed 1241, 58 
PUR(NS) 100, 65 S Ct 821. 

In view of these pronouncements, 
we regard the question no longer a de- 
batable one in this-court. Moreover, 
petitioner has offered no evidence 
from which we would be justified in 
concluding that the failure of the Com- 
mission to base the allowable return 
upon the fair value of the leaseholds 
at the time they were first devoted to 
public use results in the impairment of 
the financial integrity of the company 
as a public utility. 

The exclusion of $529,723, repre- 
senting past operating expenses, cost 
of abandoned leases, and capitalized 
interest, from the rate base, is fully 
supported by the Hope Natural Gas 
Case, 320 US at p. 599, 51 PUR 
(NS) at p. 198, wherein the majority 
of the court expressed its views in the 
words of the Commission (1942) 3 
FPC 150, 162, 44 PUR(NS) 1, 12: 
“No greater injustice to consumers 
could be done than to allow items as 
operating expenses and at a later date 
include them in the rate base, thereby 
placing multiple charges upon the con- 
sumers.” 

[10] Existing Depreciation and 
Depletion—As we have seen, the 
Commission deducted from the actual 
legitimate cost of the properties $20,- 
779,558 for accrued anad existing de- 
preciation, and $1,024,891 for deple- 
tion of the producing properties. In 
so doing, it followed the recommenda- 
tions of its staff, which computed both 
the annual and accrued depreciation on 
the average ascertained service life of 
the various classes of property in- 
cluded in the rate base. The accrued 
depreciation was calculated as the sum 
of the annual depreciation expense 
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from the beginning of the property, 
less total net cost of the property re- 
tired. This formula was used and ap- 
proved both in the Hope Natural Gas 
Case and the Colorado Interstate Gas 
Case, and has been acclaimed by the 
American Public Utility Bureau as 
the most practical and reasonable 
method of determining accrued depre- 
ciation under the actual legitimate cost 
formula of rate making.’ 

We do not understand that the pe- 
titioner finds fault with the so-called 
“straight-line economic life’ method 
of determining annual and accrued de- 
preciation, but it does contend that de- 
preciation is a fact, not a mere book 
entry or accounting concept, and that 
in arriving at its depreciation reserve, 
the staff witness forsook actualities 
for pure theory. 

The staff witness who, for the guid- 
ance of the Commission, prepared an 
exhibit setting forth the estimated 
average service life of all the depre- 
ciable properties of the petitioner as 
of December 31, 1941, and the scope 
of his study, method used, source of 
material, and descriptions of field in- 
spections, testified that in accordance 
with the Commission’s uniform sys- 
tem of accounts, he took into consid- 
eration “wear and tear, decay, action 
of the elements, inadequacy, obsoles- 
cence, changes in the art, changes in 
demand, and requirements of public 
authorities” ; that although the recom- 
mendations are not based on observed 
depreciation or per cent condition, he 
did make a field inspection of the com- 
pany’s properties for the purpose of 
observing physical deterioration, 
measure of protection afforded by 





7See John Bauer, Director of American 
Public Utility Bureau, Depreciation and Ef- 
fective Rate Control, 54 Yale L. J. p. 92. 
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maintenance, actual existence of items 
of property, and other conditions 
which would affect his judgment of 
the service life of the property. The 
witness further testified that he studied 
the records of the petitioner and its 
predecessors, and considered the his- 
tory of development of these compa- 
nies, obtained dates of installation of the 
property, and where the property was 
reclaimed, the information concerning 
the “reclaim.” He made a detailed 
study of 2,020 pipe inspection reports 
which the company had made in the 
fall of 1940. He testified that his es- 
timates of the service life of each class 
of property, and the annual rate of de- 
preciation assigned thereto, coincided 
with those used by the company in 
setting up its annual depreciation on 
its books. The pipe used in the trans- 
mission lines represents approximate- 
ly 70 per cent of the petitioner’s in- 
vestment, and the petitioner complains 
of the witness’ failure to make any ac- 
tual inspection of this pipe for the pur- 
pose of observing the deterioration in 
use. The witness counters that he was 
prevented from doing so by the re- 
fusal of petitioner to dig the “‘bell 
holes,” and that instead his inspection 
of the retired pipe, and his examina- 
tion of the company’s inspection re- 
ports, enabled him to form a reliable 
opinion concerning the average serv- 
ice life of this particular class of prop- 
erty. 

From the evidence before it, the 
Commission found that the petitioner 
had more than recovered its deprecia- 
tion reserve through annual charges 
to depreciation expense prior to De- 
cember 31, 1941. The petitioner of- 
fered no evidence concerning the eco- 
nomic service life or depreciation 
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rates, and as against its objections that 
the staff witness made no examina- 
tion of much of the property, includ- 
ing the pipe lines, to determine actual 
wear and tear or deterioration, and 
failed to give consideration to the ac- 
tual condition of the property in- 
volved, we must conclude that the 
evidence is sufficient to support the 
Commission’s ultimate findings and 
conclusions. 

[11] Natural Gasoline Operations 
of the Cities Service O1l Company— 
Under a contract with the petitioner, 
the Cities Service Oil Company, an 
affiliate, extracts natural gasoline, bu- 
tane, propane, and other residuals 
from the natural gas in petitioner’s 
pipe lines, and for that purpose owns 
and operates processing plants at Tal- 
lant, Oklahoma, and Wichita, Kansas. 
For the products thus extracted, the 
Oil Company pays to _ petitioner 


“7 cents per thousand cubic feet of 
1,100 stu, equivalent gas for the loss 
in the heat value of the gas resulting 


from the extraction.” The Commis- 
sion found that since the extraction 
process rendered the natural gas more 
readily marketable and transportable, 
but reduced its heat content and con- 
sumed a certain volume of it, and was 
profitable, the gas customers were en- 
titled to a “fair proportion of the net 
earnings derived from the processing 
operation.” Following what it con- 
sidered a comparable situation in the 
Hope Gas Company Case, the Com- 
mission credited the petitioner’s op- 
erating expense with the profits of the 
Oil Company under its contract in ex- 
cess of the cost of processing, plus a 
63 per cent return on the ascertained 
actual cost of the properties devoted 
to the process, less depreciation, plus 
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working capital. Thus, it found that 
the average excess profits for the 
years 1939 to 1942 was $380,000, and 
that this amount constituted a fair 
guide for the future. 

While conceding the Commission’s 
authority to scrutinize the contract 
between the two affiliates for the pur- 
pose of determining its reasonableness, 
petitioner insists that the Commission 
was unauthorized to segregate these 
two particular plants from the Oil 
Company’s other properties, and to 
treat them as if they belonged to the 
petitioner, thereby ignoring the sep- 
arate corporate entity of the two com- 
panies, and denying them the right to 
contract with respect to a function 
which was not in fact a part of the pe- 
titioner’s business as a public utility. 
Petitioner challenges the authority of 
the Commission to fix a return of 64 
per cent on properties not within its 
jurisdiction, and argues that in any 
event, it failed to take into considera- 
tion the character and risk of the busi- 
ness involved. 

In the Hope Natural Gas Company 
Case (1943) 47 PUR(NS) 129, 157, 
134 F2d 287, 307, the court sustained 
the procedure employed by the Com- 
mission, on the theory that the extrac- 
tion process in that case was “in real- 
ity a part of Hope’s natural gas busi- 
ness, although carried on by an af- 
filiate.” If the extraction process is 
in reality an essential part of the busi- 
ness of transporting and marketing 
the natural gas, the Commission was 
justified in ignoring the contract be- 
tween the two affiliates for the pur- 
pose of determining just and reason- 
able rates. Otherwise, a reguJated gas 
utility would be permitted to syphon 
off its profits to affiliates through the 
63 PUR(NS) 
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guise of contracts for the performance 
of essential functions of the integrated 
business. 

In our case, a staff witness testified 
to the effect that the extraction process 
was a necessary function of the busi- 
ness of transporting and delivering 
natural gas to market by means of a 
pipe-line system, and that such process 
was essential to the transportation and 
sale of the natural gas. As against 
countervailing evidence, the Commis- 
sion chose to adopt the views of its 
staff witness, and we are unable to say 
as a matter of law that the Commis- 
sion’s findings on this technical point 
are legally erroneous. 

[12] Federal Income Taxes—The 
Commission refused to allow as a part 
of the deductible cost of service or ex- 
pense for the year 1941 Federal in- 
come tax paid by the company in the 
sum of $1,882,148.26. The disallow- 
ance is based on the thesis that if the 
rates and charges on the regulable 
sales had not exceeded an amount suf- 
ficient to return 6} per cent on the 
adopted rate base, the tax liability 
would not have been incurred, conse- 
quently it cannot be allowed as an ex- 
pense. In other words, the petitioner 
may not charge as an expense that 
which it cannot lawfully earn. The 
effect of the disallowance was to as- 
sign all Federal income tax liability 
for the year 1941 to nonregulable 
sales, and the petitioner argues that to 
saddle this liability on the nonjurisdic- 
tional earnings amounts to a regula- 
tion and substantial curtailment of the 
nonregulable earnings by setting up a 
“tax priority” against such earn- 
ings. 

If, as the Commission found, there 
would be no Federal income tax li- 


ability under the 1941 rates on a per- 
missible return from the adopted rate 
base, the Commission was certainly 
justified in refusing to allow the item 
as an expense, because if it had per- 
mitted the item to remain in the total 
cost of service before allocation, it 
would have been justified in allocating 
the entire amount to the jurisdictional 
sales. The petitioner challenges the 
Commission’s computations, which 
show that the permissible earnings 
would not result in tax liability, but 
offers no affirmative computations 
tending to show its tax liability upon 
the permissible rate. The Commis- 
sion did no more than allocate to the 
nonjurisdictional sales the cost of 
earnings which were solely attribu- 
table to it. We must therefore assume 
on this record that the Commission’s 
statement in that regard is correct, and 
that it was legally justified in elimi- 
nating the Federal tax liability as an 
item of cost. 

[13] Allocation of Cost of Service 
—Petitioner complains of the Commis- 
sion’s failure to separate the physical 
properties of petitioner devoted to in- 
terstate transportation and sale for re- 
sale, from the properties and facilities 
devoted to the transportation and di- 
rect sale of natural gas, over which it 
admittedly has no jurisdiction. The 
Commission recognized that the com- 
pany’s facilities and operations were 
devoted in part to natural gas service 
which was not subject to its jurisdic- 
tion, and that this service consisted 
principally of gas sales made directly 
to large industrial consumers. Ac- 
cordingly, it recognized the necessity 
of effecting a separation of the juris- 
dictional from the nonjurisdictional. 
This it did by adopting its staff’s pro- 


63 PUR(NS) 288 





posed 
cost ¢ 
into t 
to pre 
(2) 1 
and d 
lated | 
classif 
costs 
while 
and d 
modit 
In ge 
the vec 
sified 
Costs 
volurr 
predot 
demat 
currec 
the nt 
classif 
tal co 
were 
regula 
tomer 
the tc 
from | 
demar 
the re 
in the 
sumpt 
3, 19. 
thous: 
The p 
missio 
ice as 
tion ¢ 
regula 
ciple a 
The 
tion ¢ 
practi 
effecti 
and ni 


CITIES SERVICE GAS CO. v. FEDERAL POWER COM. 


posed method of dividing the total 
cost of allowable expenses and return 
into two categories, (1) costs related 
to production and purchase of gas, and 
(2) those related to transportation 
and delivery. Costs predominately re- 
lated to production and purchase were 
classified as commodity or variable 
costs (sometimes called volumetric), 
while those relating to transportation 
and delivery were classified as “com- 
modity, demand, and customers’ cost.” 
In general, costs which varied with 
the volume of gas delivered were clas- 
sified as variable or commodity costs. 
Costs which did not vary with the 
volume of gas sales, but which were 
predominately fixed, were classified as 
demand or capacity cost; those in- 
curred predominately in proportion to 
the number of meters in service were 
classified as customer costs. The to- 


tal commodity costs thus determined 
were allocated to regulable and non- 
regulable sales in a ratio that the cus- 
tomers’ annual consumption bore to 


the total thousand cubic feet sales 
from the system in the year 1941. The 
demand costs were allocated between 
the regulable and nonregulable sales 
in the ratio that the customers’ con- 
sumption on the peak day (January 
3, 1942) bore to the total system 
thousand cubic feet sales on that day. 
The petitioner contends that the Com- 
mission’s allocation of the cost of serv- 
ice as a method of effecting a separa- 
tion of the regulable from the non- 
regulable is erroneous in both prin- 
ciple and application. 

The Commission used the alloca- 
tion of cost of service as “the most 
practical and businesslike method” of 
effecting a separation of the regulated 
and nonregulated business in the Col- 


[19] 
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orado Interstate Case (1945) 324 
US 581, 89 L ed 1206, 58 PUR(NS) 
65, 65 S Ct 829, under circumstances 
not unlike the present, and we ap- 
proved the use of that method in those 
circumstances as an appropriate means 
of “effectuating a separateness of the 
property and capital used in the inte- 
grated business.” On review of this 
point, the Supreme Court stated the 
problem as one of allocating to each 
class of the business its fair share of 
the total cost of service; that since 
Congress had prescribed no formula 
for the separation of the regulable 
from the nonregulable sales, and since 
rate making is essentially a legislative 
function, the courts were not war- 
ranted in rejecting the method se- 
lected by the Commission “unless it 
plainly contravenes the statutory 
scheme of regulation.” Colorado In- 
terstate Case, supra, at p. 589. The 
appropriateness of the formula raises 
questions of fact, not of law, Colorado 
Interstate Case, at p. 590, and involves 


. the exercise of informed judgment and 


discretion by those whose duty it is to 
make the “pragmatic adjustments 
which may be called for by particular 
circumstances.” Natural Gas Pipe 
Line Company Case (1942) 315 US 
575, 586, 86 L ed 1037, 42 PUR 
(NS) 129, 138, 62 S Ct 736. In- 
deed, in the Panhandle Case (1945) 
324 US 635, 89 L ed 1241, 58 PUR 
(NS) 100, 65 S Ct 821, the Su- 
preme Court sustained the action 
of the Commission in refusing to 
make any allocation of cost of service 
as between regulable and nonregul- 
able sales, for the asserted reason that 
in those circumstances no allocation 
was necessary. See Re Panhandle 
63 PUR(NS) 
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Eastern Pipe Line Co. (1942) 3 FPC 
273, 45 PUR(NS) 203. 

In making the allocation of cost of 
service, the Commission followed the 
recommendations of its staff who ap- 
proached the problem as an engineer- 
ing and economic one, and who gave 
a detailed analysis of the method of al- 
location for the record. One member 
of the staff described the problem of 
allocation of joint costs as one “that 
engineers and economists have been 
studying for many years, not only in 
the utility industry, but in all other in- 
dustries in which joint costs are pres- 
ent,” and observed that allocations 
“require the exercise of informed 
judgment and use of procedures which 
appear to be reasonable in view of the 
particular operations and circum- 
stances of the system in each case.” 


It would serve no useful purpose for 
us to further detail or itemize the cost 


allocations. If some of the specific al- 
locations appear to be illogical and un- 
fair, they necessarily pose technologi- 
cal problems of accounting and finance 
upon which the administrative judg- 
ment has been declared virtually su- 
preme. We shall not criticize that 
which we are powerless to correct. If 
allocation of cost of service is a fun- 
damentally correct and permissible 
method of effecting a separation of 
the regulable from the nonregulable 
sales, we cannot say on this record 
that the application of the formula is 
so wholly unrelated to the facts as to 
produce an illegal or reversible result. 
The judgment is affirmed. 


PHIL. Ips, CJ., dissenting: My as- 
sociates are of the opinion that the 
questions here presented are fore- 
closed by recent decisions of the Su- 
preme Court. Were I certain of the 
correctness of that conclusion, my task 
would be simple. It is my view, 
however, that certain of the important 
questions here presented are left at 
large by the opinions of the Supreme 
Court in the gas rate cases, and I am, 
therefore, impelled to state my views. 


It has been authoritatively deter- 
mined by the Supreme Court that, in 
determining the value of property in- 
cluded in the rate base, the Commis- 
sion is not bound to the use of any 
single formula or combination of 
formulae;* and that if the Commis- 
sion conforms to the requirement of 
the statute fixing its authority and 
proceeds, after notice, and accords 
fair hearing and fixes “rates which 
enable the company to operate suc- 
cessfully, to maintain its financial in- 
tegrity, to attract capital, and to 
compensate its investors for the risks 
assumed” such rates cannot be con- 
demned as invalid, even though they 
produce only a meager return on a 
so-called “fair value” rate base.* 


I 
The Commission’s Jurisdiction 
Section 1(b) of the Natural Gas 
Act ® reads: 
“The provisions of this chapter 
shall apply to the transportation of 


natural gas in interstate commerce, 
to the sale in interstate commerce of 





1 Federal Power Commission vy. Natural 
Gas Pipeline Co. (1942) 315 US 575, 586, 
86 L ed 1037, 42 PUR(NS) 129, 62 S Ct 
736; Federal Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591, 602, 88 L ed 
333, 51 PUR(NS) 193, 64 S Ct 281. 


2 Federal Power Commission v. Hope 
Gas Co. supra, note 1, 320 US at p. os ‘i 
PUR(NS) at p. 202. 

$15 USCA ¢ 717(b). 
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natural gas for resale for ultimate pub- 
lic consumption for domestic, com- 
mercial, industrial, or any other use, 
and to natural-gas companies engaged 
in such transportation or sale, but 
shall not apply to any other transpor- 
tation or sale of natural gas or to the 
local distribution of natural gas or to 
the facilities used for such distribu- 
tion or to the production or gathering 
of natural gas.” 

The “shall not” provision of this 
act expressly withholds from the 
Commission jurisdiction over direct 
sales of natural gas, over local dis- 
tribution thereof, over facilities used 
for local distribution, and over pro- 
duction or gathering of natural gas. 
It confines the Commission’s jurisdic- 
tion expressly and solely to transpor- 
tation of natural gas in interstate 
commerce, and to the sale in inter- 
state commerce of natural gas for re- 
sale for ultimate public consumption. 
See the construction of analogous pro- 
visions of the Federal Power Act of 
1935 in Connecticut Light & P. Co. 
v. Federal Power Commission 
(1945) 324 US 515, 528-531, 89 L 
ed 1150, 58 PUR(NS) 1, 65 S Ct 
749, 

II 


The Rate Base 


The Commission adopted and ap- 
plied a rate base purporting to em- 
brace all the property of the City Serv- 


ice Gas Company.* It found that 
$66,977,654 was the actual legiti- 
mate cost of the property in serv- 
ice on December 31, 1941. It 
deducted therefrom $21,804,499 for 
accrued depreciation and depletion. 
It added $1,576,367 for construction 


* Hereinafter called petitioner. 
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work in progress and $1,818,194 for 
working capital, thereby arriving at a 
rate base of $48,567,756. From the 
actual earnings of the company in the 
test year, it subtracted an amount 
equal to 64 per cent of the rate base, 
thereby arriving at what it found to 
be excess earnings before allocation. 
It then allocated the properties and 
earnings as between the jurisdictional, 
or sales for resale, and the nonjuris- 
dictional, or direct sales, by a so- 
called cost of service method appor- 
tioning approximately 70 per cent to 
sales for resale, and 30 per cent to di- 
rect sales. It thereby found that the 
earnings from sales for resale were ex- 
cessive to the extent of $5,499,665. 

It found the estimated cost of the 
proposed Hugoton Pipeline to be 
$15,000,000. It determined that 64 
per cent of that amount, or $975,000, 
was a fair return thereon and that 
34 per cent of $15,000,000, or $525,- 
000, was a fair allowance for depre- 
ciation. Of the aggregate of the two 
latter amounts, it apportioned $1,- 
053,794 to jurisdictional sales and 
$446,206 to nonjurisdictional sales. 
It allowed $1,053,794 as a tentative 
additional allowance for the cost of 
procuring gas. It deducted that 
amount from $5,499,665, and thereby 
arrived at $4,445,871 as the amount 
of the rate reduction. 


III 


The Treatment of Petitioner's 
Leaseholds and Natural Gas 
Rights in the Rate Base 


Petitioner owns gas leases in the 
Texas Panhandle field, fields in 
Kansas and Oklahoma, and in the 
Hugoton field. The Commission in- 
cluded in the rate base what it found 
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to be the legitimate cost to petitioner’s 
predecessors of such leases, adminis- 
trative cost of acquisition, and cost of 
physical structures. At the time such 
properties were devoted to public use 
the leases, because of development, 
had greatly enhanced in value. 

Where no bonus or consideration 
was paid for a lease, the Commission 
allowed no cost in the rate base for the 
lease itself. For example, 68,086 
acres of leases in the Panhandle field, 
constituting one of the most valuable 
proven gas reserves in the world,® 
were put in the rate base at zero, be- 
cause no bonus or consideration was 
paid for such leases. It allowed $1,- 
776.74 for expenses of title papers and 
title examinations in connection with 
such leases. For 34,041 acres of 
leases, it allowed an acquisition cost 
of $554,677.08, which amount in- 


cluded bonuses paid and also a small 
amount expended for title papers and 
title examinations. 


For 424,969 acres in the Oklahoma 
and Kansas fields, exclusive of the 
Hugoton field, the Commission al- 
lowed an acquisition cost of $545,- 
374.18, which amount included 
bonuses where paid and a_ small 
amount expended for title papers and 
title examinations. 

For 182,182 acres in the Hugoton 
field, the Commission allowed $542,- 
501, which amount included bonuses 
paid and a small amount expended 
for title papers and title examina- 
tions. 

The aggregate of the foregoing 
amounts, after deducting depletion, 


was included in the rate base as the 
adjusted cost of the leases. 

Thus, the allowances in the Okla- 
homa and Kansas fields were approxi- 
mately 11.4 cents per thousand cubic 
feet of gas reserves, whereas, the al- 
lowances in the Panhandle field and 
the Hugoton field were a nominal 
fraction of a mill per thousand cubic 
feet of gas reserves. 

The Commission’s treatment of gas 
reserves more graphically appears 
from the tabulation. set forth on page 
293.° 


Ordinarily, the owner of land in an 
unproven area cannot risk the cost of 
exploration for oil and gas. It is 
more desirable for the ordinary land- 
owner to lease his land on a royalty 
basis. Exploration in unproven areas 
involves the cost of geological and 
geophysical investigation, drilling 
costs, and, if oil or gas is found in 
paying quantities, the incidental costs 
of connections with transportation 
facilities to available markets. Only 
an operator who acquires large 
blocks of leases or otherwise spreads 
his operations, can afford to risk the 
cost of exploration for oil and gas in 
unproven areas. 


While the accuracy of geological 
and geophysical reports through the 
adaptation and use of the seismo- 
graph and other scientific instruments 
has been greatly improved, whether 
oil or gas will or will not be found in 
paying quantities can only be deter- 
mined through drilling. Not infre- 
quently, oil or gas is discovered by an 
adventurous driller on _ structures 





5In Re Canadian River Gas Co. (1942) 43 
PUR(NS) 205, 222, the Commission said: 
“The Commission takes note of the fact that 
the Texas Panhandle field and the adjacent 
Hugoton field are the largest known reser- 
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voirs of natural gas in the world. Natural 
gas companies relying upon these fields, di- 
rectly or indirectly, for their source of supply 
may be expected to continue in business for 
many years to come.” 
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where the report of the geologist is 
unfavorable, and frequently an area, as 
to which the report from the geologist 
is very favorable, is found, on drilling, 
to be barren of oil or gas. It follows 
that one who expends large sums for 
investigation and drilling in unproven 
areas assumes the risk of losing his 
entire outlay in the venture. 

Under the test laid down in Fed- 
eral Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591, 605, 88 
L ed 333, 51 PUR(NS) 193, 202, 
64 S Ct 281, with respect to the end 
result theory, the return must com- 
pensate the investor, among other 
things, for the risk assumed, and en- 
able the concern whose rates are fixed 
to attract capital. 

Does a rate base on the nominal 
consideration paid for a lease in an 
unproven area compensate for the 
risk assumed by the lessee who ex- 
pends large sums for investigation 
and for drilling, knowing the entire 
expenditure may be lost? 
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From time to time, petitioner, as it 
exhausts its present gas reserves, 
either will have to acquire additional 
reserves through acquisition and de- 
velopment of leases in unproven areas, 
or will have to abandon the production 
end of its business and buy gas from 
other producers. Can it hope to at- 
tract capital for acquisition of such 
new reserves when its earnings are 
based on the nominal cost of new 
leases, and when such new leases, al- 
though gas is discovered in paying 
quantities, will go into the rate base 
at the nominal cost, and no considera- 
tion will be given to their greatly en- 
hanced value through development, 
nor to the risk assumed in such de- 
velopment ? 


In his concurring opinion in Colo- 
rado Interstate Gas Co. v. Federal 
Power Commission (1945) 324 US 
581, 610, 89 L ed 1206, 58 PUR 
(NS) 65, 84, 65 S Ct 829, Mr. Jus- 
tice Jackson said that the rate base 
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method adopted produced “delirious 
results.” He further said: 

“These cases furnish another ex- 
ample of the capricious results of the 
rate-base method in this kind of case. 
The Commission has put five of the 
most important leaseholds, containing 
approximately 47,000 acres, in the 
rate base at $4,244.24, something un- 
der 10 cents per acre. Three such 
leases are put in the rate base at zero. 
This is because original cost was used, 
and these were bought before dis- 
covery of gas thereon. The company 
which took the high risk of wildcat 
exploration is thus allowed a return of 
64 per cent on nothing for the three 
leases and a return of less than $300 a 
year on the others. Their present 


market value is shown by testimony 
to be over $3,000,000.” 
While the question under considera- 


tion was raised in the Colorado In- 
terstate Gas Co. Case, supra, it was 
not directly passed on by this court, 
and was not within the scope of the 
review granted by the Supreme Court. 
In the opinion, 324 US at p. 605, 58 
PUR(NS) at p. 81, it said: 

a we cannot say as a matter 
of law that the Commission erred in 
including the production properties in 
the rate base at actual legitimate cost. 
That could be determined only on con- 
sideration of the end result of the rate 
order, a question not here under the 
limited review granted the case.” 

It seems to me that on a considera- 
tion of the end result, the rates fixed, 
for the reasons indicated, are unjust 
and unreasonable. 

Section 6 of the Natural Gas Act” 
authorizes the Commission “to inves- 
tigate and ascertain the actual legiti- 


mate cost of the property of every 
natural-gas company, the depreciation 
therein, and, when found necessary 
for rate-making purposes, other facts 
which bear on the determination of 
such cost or depreciation and the fair 
value of such property.” 

Here, it seems to me, nominal cost 
of leases is an arbitrary and unrea- 
sonable criterion, and that it was 
necessary for the Commission, for 
rate-making purposes, to ascertain 
other facts bearing on the determina- 
tion of the fair value of the property 
included in the rate base. 


IV 


Regulation of Production and 
Gathering Facilities 

Section 1(b) of the Natural Gas 
Act ® provides that the provisions of 
the act shall not apply “to the produc- 
tion or gathering of natural gas.” 

In Colorado Interstate Gas Co. v. 
Federal Power Commission, supra, 
the late Chief Justice Stone, in his 
dissenting opinion, in which three of 
the Associate Justices joined, 324 US 
at p. 616, 58 PUR(NS) at pp. 87, 88, 
said : 

“. ~, It [the Commission] 
valued the wells and gathering facil- 
ities at their prudent investment cost 
of many years ago, a valuation dras- 
tically less than their present market 
value. It then restricted petitioner’s 
return to 64 per cent of the rate base, 
including the wells and production 
facilities, constituting approximately 
two-thirds of the total rate base. It 
thus subjected petitioner’s production 
and gathering property to the same 
regulation as that which the statute 
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imposes upon petitioner’s property 
used and useful in the interstate trans- 
portation and sale of gas for resale. 
This, we think, the Natural Gas Act 
in plain terms prohibits.” 

Here, the Commission included all 
the gas reserves and all the gathering 
and production facilities in the rate 
base and fixed the return that might 
be earned thereon through direct sales. 
It thus regulated the return, through 
direct sales of gas, from leases and 
gathering and production facilities. I 
do not think the Congress intended to 
subject such properties to that sort of 
regulation. It would be a work of 
supererogation for me to undertake to 
add to the reasons so ably expressed 
by the late Chief Justice for his con- 
clusion. 

Is the question still open? In the 
Hope Case, the question was not 


passed upon by the Supreme Court, 
United States court of appeals, or the 


Commission.* The only issue pre- 
sented related wholly and specifically 
to constructed physical facilities. 

It is true that Mr. Justice Jackson 
concurred in the Colorado Interstate 
Gas Company Case, but he reiterated 
his views expressed in the Hope Case, 
and again severely criticized the 
methods used by the Commission, and 
based his concurrence with respect to 
the question here under consideration 
on the ground that the Commission 
was “free to take evidence as to con- 
ditions and events quite beyond its 
regulatory jurisdiction where they 
are thought to affect the cost of that 
whose price it is directed to deter- 
mine.” 
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But it seems to me that the Com- 
mission did more. It is true that its 
final action was a rate order. How- 
ever, the effect of such order was to 
regulate the return from the gas re- 
serves and production and gathering 
facilities of petitioner from direct 
sales, on the basis of what # found to 
be the legitimate cost of such proper- 
ties, and thus to exercise its rate-mak- 
ing jurisdiction over such properties. 
I have no quarrel with my associates 
for feeling that they are bound by the 
decision in the Colorado Interstate 
Gas Company Case, but feel that the 
question is enough at large that it is 
not inappropriate for me to express 
my views. 


Vv 


Excess Profits from Natural Gasoline 
Operations 


Petitioner and Cities Service Oil 
Company * are subsidiaries of Empire 
Gas & Fuel Company. The Oil Com- 
pany extracts gasoline, butane, and 
propane from part of the natural gas 
produced by petitioner. While this 
operation is profitable and renders the 
natural gas more readily marketable 
and transportable, the gas can be, and 
in fact much of it is, transported and 
marketed without such residuals being 
extracted. The extraction of gasoline 
and other residuals reduces the heat 
content and consumes a certain volume 
of natural gas. Under a contract be- 
tween petitioner and the Oil Com- 
pany the latter pays for the products 
extracted at the rate of 7 cents per 
thousand cubic feet of 1,100 sru 
equivalent gas for the loss in heat 





8 Federal Power Commission vy. Hope Nat. 
Gas Co. (1944) 320 US 591, 88 L ed 333, 
51 PUR(NS) 193, 64 S Ct 281; Hope Nat. 
Gas Co. v. Federal Power Commission (1943) 
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3 FPC 150, 44 PUR(NS) 1. 

10 Hereinafter called the Oil Company. 
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value resulting from the extraction. 
The petitioner includes the amounts 
so received in its operating revenue. 

The Commission determined the 
Oil Company’s net investment in prop- 
erty devoted to the extraction of re- 
siduals from petitioner’s gas and al- 
lowed a rate of return thereon, after 
providing for operating expenses, 
depreciation, and taxes, of 64 per cent. 
It concluded that the excess of the 
revenues received by the Oil Com- 
pany, thus computed, represented ex- 
cess profits, which should be credited 
to the natural gas operations of the 
petitioner. It thus regulated the rate 
of return received by the petitioner 
from direct sales of residuals extracted 
from the natural gas produced by peti- 
tioner and regulated the earnings of 
the Oil Company, an affiliate of peti- 
tioner. 

Since the contract between petition- 
er and the Oil Company was between 
affiliated corporations, the Commis- 
sion had the right to inquire into and 
scrutinize the fairness of the contract 
price and, if the price paid by the Oil 
Company was not fair and reasonable, 
to fix a reasonable price for the re- 
siduals sold to its affiliate. There are 
many contracts entered into at arm’s 
length between producers of natural 
gas and extractors of residuals in the 
Panhandle field, and there would have 
been no difficulty in determining the 
reasonable market value of such 
residuals.“ But that the Commission 
did not do. In substance and effect, 
it undertook to regulate the charges 
the petitioner should make for the di- 
rect sales of its residuals on the basis 


of a fair return on the properties of 
the Oil Company, matters which were 
clearly not within the regulatory juris- 
diction of the Commission. 


VI 
Federal Income Taxes 


The Commission, in arriving at the 
amount of the rate production with 
respect to indirect sales, made no al- 
lowance for Federal income taxes. It 
assigned all of such taxes to the earn- 
ings from direct sales. The Commis- 
sion undertakes to justify its action on 
the theory that if all of petitioner’s 
rates were subject to regulation, and 
petitioner had been limited to an over- 
all fair return of 64 per cent, it would 
not have paid any Federal income 
taxes. I am unable to determine from 
this record any basis for that conclu- 
sion. On its face, it would seem that 
a return which would not result in net 
earnings subject to Federal income 
taxes is unreasonably low. Petition- 
er’s single system serves both direct 
sale purchasers and purchasers who 
resell for ultimate public consumption. 
The unregulated direct sales business 
in general has a higher load factor 
than the regulated sales for resale 
business, and the combination of the 
two types of business works to the 
advantage of both classes of purchas- 
ers. Moreover, Federal income taxes 
are levied upon the petitioner’s busi- 
ness as a single operating unit. For 
all other purposes than Federal in- 
come taxes, the Commission treated 
the petitioner, its property, its reve- 
nues, its expenses, its return, jurisdic- 





11See Smith v. Illinois Bell Teleph. Co. 
282 US 133, 151-153, 75 L ed 255, PUR1931A 
1, 51 S Ct 65; Lindheimer v. Illinois Bell 
Teleph. Co. (1934) 292 US 151, 156, 157, 78 
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tional and nonjurisdictional, as uni- 
tary. But, for the specific purpose 
of tax computation, the nonjurisdic- 
tional earnings in excess of 63 per 
cent are saddled with all Federal in- 


fore, that there should have been a 
reasonable allocation of Federal in- 
come taxes between jurisdictional and 
nonjurisdictional earnings. 

I think the order of the Commission 


come taxes. It seems to me, there- should be set aside. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Niagara, Lockport & Ontario 


Power Company 


Case 11998 
February 6, 1946 


ROCEEDING on motion of Commission as to practices of elec- 
tric utility in combining reading and billing of the Chau- 
tauqua Institution; practices held to be discriminatory and illegal. 


Discrimination, § 62 — Combined billing — Electric service — Institutional 
grounds. 
1. An electric rate schedule providing that only a block rate is applicable 
and that the monthly use for billing purposes shall be determined by adding 
the consumptions derived from all meters through which energy is deliv- 
ered to a religious and educational institution operating within a fenced 
enclosure, and which special provision grants the benefits of reduced rates 
to the institution and other customers within the enclosed grounds, is dis- 
criminatory and not in accordance with standard rates and practices, p. 301. 


Service, § 170 — Submetering of current — Institutional grounds — Conces- 
sionaires. 

2. A religious and educational institution operating within a fenced en- 
closure and supplying concessionaires with electricity, for which they pay 
the institution according to the current registered on their meters, thereby 
engages in a practice resembling submetering which is prohibited by Com- 
mission rule, although such rule would not prevent the institution from in- 
os the cost of electricity in the rent charged for such concessionaires, 
p. 301. 


Rates, § 364 — Electric street lighting — Institutional grounds. 
3. Electricity used for street lighting throughout the enclosed grounds of 
a religious and educational institution should be supplied in accordance 
with a filed rate schedule for street, highway, roadway, and other outdoor 
lighting instead of being included in combined bills for electricity within 
the institutional grounds, p. 302. 

Rates, § 313 — Conjunctional billing — Institutional grounds. 
4. Conjunctional billing has no application to the situation where a reli- 
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gious and educational institution operates within a fenced enclosure con- 
taining buildings of the institution and others, p. 302. 

Rates, § 217 — Contracts — Binding effect. 
5. A rate agreement between an electric company and a religious and edu- 
cational institution from which it has acquired an electric plant, substituting 
its own electric service, cannot legally bind the Commission, p. 302. 


APPEARANCES: Wendell F. Adams, 
Assistant Electrical Engineer, Public 
Service Commission, New York city; 
A. T. O'Neill, Buffalo, Attorney, for 
Niagara, Lockport and Ontario Pow- 
er Company; A. W. Underhill, Jr., 
Rate Engineer, Niagara, Lockport 
and Ontario Power Company; Gerald 
M. Lynch, Treasurer, Chautauqua 
Institution, Chautauqua. 


Burritt, Commissioner: In con- 
nection with the investigation and re- 
port on applications for modification 
of the order of the Commission made 
on June 8, 1944, in Case 10752, 54 
PUR(NS) 295, as to electric service 
rendered through two or more meters 
by the several Buffalo Niagara com- 
panies including Niagara Lockport 
and Ontario Power Company (now 
consolidated into Buffalo Niagara 
Electric Corporation) it was found 
that Chautauqua Institution, which 
has 119 meters at 67 locations on its 
property was being billed by N. L. & 
O. as a single location. Some evidence 
was given by the company at the hear- 
ings in Case 10752, supra but it was 
incomplete and particularly since the 
Chautauqua Institution itself was not 
represented at the hearings the Com- 
mission could not make a determina- 
tion in the matter on that record. On 
June 7, 1945, an order was adopted in 
the present proceeding and a hearing 
was held at Buffalo on June 25, 1945, 
at which the institution was represent- 


63 PUR(NS) 298 


ed by its treasurer. A brief was filed 
by the company on July 13, 1945. 

Chautauqua Institution has been re- 
ceiving service from N. L. & O. in ac- 
cordance with Special Provision D, 
S. C. 4, P. S. C. 39, which follows: 

“D. The Block Rate of this service 
classification is applicable to any con- 
sumer within the enclosed grounds of 
the Chautauqua Institution regardless 
of the monthly consumption. The 
monthly consumption shall be deter- 
mined by adding the consumptions 
derived from all meters through which 
energy is delivered to the consumer, 
but nothing herein contained shall be 
construed as permitting the consumer 
to sell energy to any person or prem- 
ises.”” 

On September 1, 1945, Special Pro- 
vision D was superseded by Special 
Provision H, S. C. 4, P. S. C. 45, 
which follows. It will be noted that 
the last clause of old Provision D re- 
garding the sale of energy has been 
omitted. 

“H. The Block Rate set forth under 
RATE will be applicable at the cus- 
tomer’s option to any customer with- 
in the enclosed grounds of the Chau- 
tauqua Institution, regardless of the 
monthly consumption. The monthly 
consumption shall be determined by 
adding the consumptions derived from 
all meters through which energy is 
delivered to the customer.” 

Mr. Skinner, vice president of N. L. 
& O., testified at the hearing that on 








the 
pro’ 
the 
com 
cert 
Ski 
bill: 
wot 
86 
tiot 
abc 
the 
the 
the 


the 
mc 
sti' 





















the basis of combined billing as above 
provided for in Special Provision D, 
the Chautauqua Institution paid to the 
company $6,520.02 in 1944. Making 
certain mecessary assumptions Mr. 
Skinner estimated that under separate 
billing for each meter the institution 
would have paid the company $9,874.- 
86 for the same amount, of consump- 
tion, thus effecting an increase of 
about $3,355. The greater part of 
the Chautauqua’s consumption is in 
the months of July and August when 
the bills are approximately $1,800 per 
month; from October Ist to June Ist 
the bills average about $350 per 
month. A representative of the in- 
stitution said that such an increase 
would be very disturbing and that it 
was. in no position either physically 
or financially to take back the electric 
property and operate it. 


The Chautauqua Institution 
grounds are supplied from a common 
distribution system which serves (1) 
540 individual customers who are 
situated within the grounds and who 
are billed individually, and (2) the 
buildings of the institution and the 
street lighting circuits, all of which 
are billed collectively. Of the 540 in- 
dividual customers who are billed 
separately 451 are billed under S. C. 2 
(residential) and 89 under S. C. 4 
(commercial). The institution is 
served through 119 meters located at 
67 points,—which includes street 
lights. These locations being institu- 
tion-owned, the readings of the 119 
meters are combined for billing all 
service rendered to the institution, in 
accordance with Special Provision H, 
C&P. 3..C 4. 

The record of the hearing on June 
25, 1945, affords the following supple- 
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mental information on the nature and 
development of the Chautauqua In- 
stitution and the acquisition of its elec- 
tric plant by N. L. & O. 


The Chautauqua Institution 


Mr. Gerald M. Lynch, treasurer of 
the Chautauqua Institution, repre- 
senting the institution at the hearing, 
was sworn as a witness and testified 
as to the character of its work and the 
physical conditions at Chautauqua. 
According to this witness Chautauqua 
was first established in 1874 as a 
Methodist Sunday School camping 
ground by Bishop John H. Vincent 
and Mr. Lewis Miller. Apparently 
this agency developed into other and 
larger religious and educational agen- 
cies during the latter part of the cen- 
tury. The present institution was in- 
corporated on March 21, 1902, by 
Chap 196 ot the Laws of the state of 
New York when the former Chautau- 
qua Assembly, Chautauqua Univer- 
sity, and the Chautauqua School of 
Theology (Charter of 1902) were 
consolidated. Mr. Lynch testified that 
Mr. Miller’s daughter subsequently 
married Thomas A. Edison, through 
whose interest and experimentation 
the pumping of water with electric 
motors was developed at Chautauqua 
before it became available elsewhere 
in that part of the country. 

The Chautauqua Institution 
grounds contain 437 acres enclosed 
within an iron fence. There are no 
public highways within the fenced en- 
closure but Route 17-J passes between 
the enclosed grounds and the golf 
course. The institution derives prac- 
tically all of its income from gate ad- 
mission fees of 75 cents per day and 
a season fee of $16.64, although some 
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small fees are obtained from the edu- 
cational courses. All persons enter- 
ing the grounds (except “service” 
employees) are required to pay and in 
1944 approximately 44,000 admis- 
sions were sold. The institution had 
a very hard time during the financial 
depression in the early 30’s and was 
forced into receivership. Prior to 
1937 all houses within the institution 
grounds were built on land leased 
from the institution for ninety-nine 
years. Later one of the means devised 
to raise money was a subscription by 
leaseholders of a part of the assessed 
value of their property. In instances 
where this was done the institution 
gave the householder a restricted 
deed. Of more than 500 cottage hold- 
ers, 218 now hold such deeds. 
Chautauqua has a seasonal opera- 
tion of about two months, July Ist to 


September Ist. During the remainder 
of the year the only activities are ad- 
ministration by a small staff who look 
after the plant and plan for the coming 
year’s program. The only business 
activity on the grounds is that neces- 
sary to maintain and operate this 


plant. Originally a religious institu- 
tion, Chautauqua has now become, 
according to the witness Lynch, an 
educational institution with emphasis 
on music. Mr. Lynch expressed the 
opinion that today music brings per- 
haps 75 per cent of the people to the 
institution, education 15 per cent, and 
religious and other activities, the bal- 
ance. There is a school of adult edu- 
cation for arts and crafts, and a cam- 
pus school operated under the New 
York University in which students 
may earn Regents’ credits. Mr. 
Lynch also described Chautauqua as 
an “eleemosynary institution incorpo- 
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rated for the purpose of putting on 
a program along educational lines.” 
At least ten of the eighty-seven build- 
ings on the grounds are used exclu- 
sively for religious purposes. The in- 
stitution is exempted from the pay- 
ment of local taxes on some of its 
buildings and pays 75 per cent on 
others, and 50 per cent on still others, 
by action of the local board of super- 
visors. It pays state, county, and local 
school taxes, and collects an admission 
tax; it is exempt from business taxes. 
No alcoholic beverages may be sold 
within 3 miles of the main gate. 


History of the Electric Plant 


Mr. Lynch testified that the electric 
generating plant and facilities were 
developed and used by the institution 
at an early period. At that time both 
direct current and 60-cycle alternat- 
ing current were generated and dis- 
tributed by the institution. By 1930, 
due to lack of financial support, the old 
system had fallen into a very bad state 
of repair. Considering this fact, to- 
gether with the growing demand for 
3-phase 60-cycle alternating current 
the institution was very glad to avail 
itself of the opportunity to sell the 
plant to N. L. & O. and to obtain up- 
to-date service. On February 10, 
1930, the Chautauqua Institution en- 
tered into an agreement to sell all of its 
electrical generation and distribution 
facilities to N. L. & O. for the sum of 
$50,000. The institution also former- 
ly operated a telephone system which. 
was later sold to the Jamestown Tele- 
phone Company. It still owns and 
operates its own sewage disposal and 
water filtration plants. 

The sale of the electric plant was 
evidenced by a bill of sale dated April 
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1, 1930, at which date the company 
took possession. This bill of sale 
contains a detailed list of the prop- 
erty acquired, including boiler plant 
equipment; prime-movers and auxil- 
jaries-steam; electric plant-steam; 
miscellaneous power plant equipment- 
steam; substation equipment, includ- 
ing indoor and outdoor substations; 
poles, towers and fixtures, overhead 
conductors; 566 services; line trans- 
formers and devices; and 141 meters. 

On November 6, 1930, a supple- 
mental agreement was entered into 
transferring 388 additional 110 volt 
pc meters for which $135.80 was paid. 

Vice president Merrill E. Skinner 
testified that N. L. & O. continued to 
use the plant as purchased, for a short 
time until it could be changed over to 
3-phase alternating 60-cycle current 
and connected to its own distribution 
system, when the Chautauqua plant 
was dismantled and scrapped. The 
company has substantially rebuilt all 
of the plant into a complete 4,000 volt 
primary distribution system and a sec- 
ondary system extending to all loca- 
tions within the institution grounds 
requiring service. Service has also 
been extended to the golf course across 
the Westfield-Jamestown highway 17- 
J and to the golf club tool house. 


How Current is Billed 


[1] The institution is billed in ac- 
cordance with Special Provision H, 
S.C. 4, P.S.C. 45, which provides that 
only the block rate of S.C. 4 is appli- 
cable, and that the monthly use for 
billing purposes shall be determined 
by adding the consumptions derived 
from all meters through which energy 
is delivered to the institution. Special 
Provision H is also applicable to any 
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customer within the enclosed grounds 
of the institution. 

This special provision grants the 
benefits of reduced charges to the in- 
stitution and other customers within 
the enclosed grounds, which customers 
using similar service elsewhere in the 
company’s territory are not permitted 
to enjoy. It therefore appears that 
Special Provision H is discriminatory 
and not in accordance with standard 
rates and practices. 

Service is billed to the institution 
under the block but not under the 
demand provision of the rate. No de- 
mand charge is made, but there is a 
minimum bill of 50 cents per horse- 
power for motors larger than 5 horse- 
power. Meters are usually read be- 
tween the 21st and 25th of each month 
and the bill is received about the 12th 
of the following month. Billing is de- 
scribed as “for energy” for approxi- 
mately a 30-day period. 

[2] There are included in the 119 
meters whose readings are added and 
billed to the institution, approximate- 
ly 30 meters on premises of conces- 


-sionaires of the institution, as, for in- 


stance, Chautauqua Hotel Company, 
Chautauqua Drug Store, General Ice 
Cream Company, and Rashid Oriental 
Store. These concessionaires pay the 
institution for the current registered 
on their meters. This practice resem- 
bles submetering, and submetering is 
prohibited by Rule 4 of General In- 
formation, P.S.C. 29, to wit: 

“4. Resale:—Electricity furnished 
by the company shall not be distribut- 
ed or sold by the consumer to any per- 
son or premises without written con- 
sent of the company.” 

Since the record shows no evidence 
of written consent, it appears that the 
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institution may not submeter or sell 
electricity which they purchase from 
the utility, although this would not 
prevent the institution from includ- 
ing the cost of electricity in the rent 
charged for such concessionaires. 

[3] It is also noted that the read- 
ings of three meters recording the ener- 
gy for street lighting throughout the 
enclosed grounds are included in the 
total of 119 meter readings billed to 
the institution. Since there is a sched- 
ule (P.S.C. 44) for street, highway, 
roadway, and other outdoor lighting, 
it would seem that the street lighting 
should be supplied in accordance with 
the filed rate schedule. 

[4] Ordering Clause 6 of the Com- 
mission’s order of June 8, 1944, in 
Case 10752, 54 PUR(NS) 295, 306, 
provides as follows: 

“That nothing contained in this 
order shall effect the combining of 
registration of two or more meters 
for billing purposes under a conjunc- 
tional billing rider, interconnection 
building rider, or service for construc- 
tion purposes rider. when such a rider 
is contained in the rate schedule of the 
corporation or municipality.” 

In its brief the company states that 
it accepted the above order in the be- 
lief that the specific conjunctional bill- 
ing provisions in particular service 
classifications would be authorized 
under Ordering Clause 6, and that the 
Commission would regard conjunc- 
tional billing provisions set forth in a 
service classification as within the ex- 
exemption of Ordering Clause 6. It 
was on this basis that the company 
asked to continue to render conjunc- 
tional bills to the institution under 
Special Provision D. The company 
argues that in any case such a provi- 
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sion directly incorporated in a service 
classification ought to be treated on at 
least an equal status with a rider. In 
our opinion, conjunctional billing has 
no application to the Chautauqua sit- 
uation. 


The company states that in principle 
it is entirely in accord with the Com- 
mission’s general requirement that all 
service to a customer at a single loca- 
tion shall be rendered through a single 
meter, but asserts that exceptions 
should be made to this general rule 
where the circumstances warrant. 
The company believes that it would 
not be against the public interest to 
continue to serve and bill the institu- 
tion in the future as it has done in the 
past and in fact it considers that the 
continuance of this practice may in 
this particular instance be in the gen- 
eral public interest. It states that the 
physical lay-out at the Chautauqua In- 
stitution is such that the company be- 
lieves that it can continue to serve the 
institution as heretofore without seri- 
ous disadvantage and with little addi- 
tional expense. 

[5] In its brief the company further 
points out that under the provisons of 
its agreement for the purchase of the 
institution’s electric plant provision 
was incorporated in the agreement 
that the institution’s electric current 
supplying the institution should be 
measured separately at each billing but 
billed as one combined measurement; 
and that the total quantity of energy 
should be paid for by the institution 
at the rates which would then be ap- 
plicable for such quantities of energy 
as had been theretofore provided, as 
if the same were furnished to one 
customer at one point of delivery and 
through a single meter and service.. 
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While of course it is obvious that an 
agreement made between the company 
and a customer cannot legally bind the 
Commission, the company argues that 
it snould be permitted to continue to 
recognize and honor a pledge which 
it gave to the institution under the 
above agreement. 


Summary and Conclusion 


At present the readings of 119 me- 
ters at 67 locations are being combined 
in accordance with Special Provision 
H, S.C. 4, P.S.C. 45, and billed to the 

‘institution as if all service had been 
rendered through a single meter. Of 
this number 36 are being used sub- 
metering, 4 are located outside the 
grounds on the golf course, and 3 are 
used to measure street lighting use. 
The remaining 76 meters within the 
institution grounds are presently meas- 
uring service used exclusively by the 
institution. All other customers with- 
in the enclosed grounds of the institu- 
tion could also be billed in the same 
manner under the provisons of Special 
Provision H. They are, however, 
billed under standard rates. 


Another special advantage of Spe- 
cial Provision H is that customers 
billed under this provision are charged 


only for kilowatt hours. Special Pro- 
vision H offers special advantages to 
a limited group of customers taking 
service within the enclosed grounds 
of the institution. I find that this 
practice is not in accordance with 
standard rates and practices, unjustly 
discriminatory, unduly preferential, 
and therefore illegal. Special Provi- 
sion H, S.C. 4, P.S.C. 45 should be 
canceled. 

The institution is being billed on 
meters which are not directly under 
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the control of the institution and the 
institution is billing certain customers 
supplied through these meters. In 
other words, the institution is subme- 
tering or reselling part of the electric- 
ity they purchase contrary to Rule 4, 
General Information, P.S.C. 29. The 
institution should cease this prac- 
tice. 

The 36 concessionaires and others 
now being submetered should be billed 
directly by the company on standard 
rates. Street lighting service should 
be billed on standard rates. It would 
appear that the meter readings for 
the golf course buildings might be 
combined. It is also possible that 
through rewiring the number of me- 
ters now used by the institution could 
be very greatly reduced. 

By putting into effect the above 
findings and recommendations. Chau- 
tauqua Institution and customers 
there located will be placed on the 
same basis as all other customers and 
unjust discrimination and undue pref- 
erence removed. Undoubtedly there 
will be some increase in the cost of elec- 
tricity to Chautauqua Institution but 
if the steps above suggested are taken 
the increased cost will be very much 
reduced from that estimated by Mr. 
Skinner. If the corporation feels that 
it is obligated by its agreement with 
Chautauqua to make a donation to 
that institution it can do so directly 
and in a legal manner. 

The company should reéxamine 
the situation and determine how the 
distribution service on the Chautauqua 
grounds and on the golf course can be 
rearranged so as to bring wiring to 
fewer common points so far as pos- 
sible and result in a minimum cost to 
Chautauqua Institution. It should 
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notify the Commission within thirty 
days of the plan by which it proposes 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re St. Joseph Light & Power Company 


Case No. 10,751 







March 13, 1946 


PPLICATION for authority to construct, maintain, and operate 
A electric transmission and distribution lines; granted sub- 
ject to conditions. 


Electricity, § 174 — Extensions — Notice to utilities affected. 


1. A fifteen days’ notice rather than a thirty days’ notice should be given 
by an electric company to public utilities which would be affected by new 
construction of extensions or major changes in the location, phase, or vol- 
tage of any electric line in order to expedite the extension of the service to 
the public as much as possible, p. 305. 


Certificates of convenience and necessity, § 102 — Electric extensions. 
2. An electric company required by state law to obtain a certificate of con- 
venience and necessity before making any extension of service to new cus- 
tomers outside of cities and villages should be granted a certificate of 
convenience and necessity to construct, maintain, and operate electric trans- 
mission and distribution lines in specified areas, subject to appropriate con- 
ditions, in order to avoid the delay incident to obtaining a certificate for 


each separate extension, p. 306. 


By the Commission: This case is 
before the Commission upon the ap- 
plication of St. Joseph Light & Power 
Company, hereinafter referred to as 
the applicant, for an order granting 
said applicant a certificate of conven- 
ience and necessity to construct, main- 
tain, and operate, as a public utility, 
electric transmission and distribution 
lines for the purpose of furnishing 
electric service to the public in the 
areas more fully hereinafter described 
located in the counties of Andrew, 
Buchanan, Clinton, Holt, and Platte 
all in the state of Missouri. 
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The case was heard by the Commis- 
sion at Jefferson City, Missouri, after 
due notice had been given, on the 7th 
day of March, 1946, at which time 
and place all interested parties were 
given an opportunity to be heard, and 
submitted upon the record then made. 

The applicant is a corporation ex- 
isting under and by virtue of the laws 
of the state of Missouri, licensed to 
transact business as a public utility. 
Its operating office and postoffice ad- 
dress is St. Joseph, Missouri. 

The evidence shows that it has re- 
ceived, by orders of the respective 


to carry out the conclusions reached 
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county courts, authority to construct, 
maintain, and operate electric trans- 
mission and distribution lines along 
and across the public streets, roads, 
alleys, and other public places and 
grounds in each of the counties above 
named. Certified copies of the court 
orders of the above named counties 
were filed as a part of the application 
in this case. Applicant has also been 
granted authority by various munici- 
palities in the aforesaid area to con- 
struct, maintain, and operate electric 
distribution systems within the corpo- 
rate limits of those cities, towns, and 
villages. The largest city of the area 
in which it operates is St. Joseph, 
Missouri. 

Subsequent to receiving the re- 
quired local consent the applicant, 
from -time to time, has secured from 
this Commission certificates of con- 
venience and necessity for the con- 


struction, maintenance, and operation 


of electric interurban transmission 
lines and distribution systems within 
certain of the incorporated cities and 
in rural areas adjacent to the incor- 
porated cities. 

Attached to the application, marked 
Exhibit “C,” is a list of the names 
of the various corporations, mutual 
associations, and individuals who own 
or have in operation electric, tele- 
phone, or communication lines that, 
from time to time, may be paralleled 
or crossed by the electric lines that 
the applicant may be required to con- 
struct, maintain and operate for the 
purpose of extending and rendering 
its electric service to new customers. 
The applicant states it has sent to 
each of the interested parties named 
a copy of the application filed in this 
case. Notices of hearing were sent 


[20] 
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from this office to all the parties named 
by the applicant. 

The applicant states that before con- 
structing any of its transmission lines 
along a state highway, it will secure 
from the state highway commission 
such authority as may be required by 
law for the proposed construction. 

Attached to the application is a map 
showing the exact area in which the 
applicant desires authority to con- 
struct, maintain, and operate electric 
transmission lines as the public con- 
venience and necessity requires. 

The applicant states that, because of 
the increasing demand for electric 
service, it is required continuously to 
extend and expand its electric distri- 
bution system, and that under the pro- 
cedure it has heretofore followed un- 
der the laws of the state of Missouri 
it files an application and gets an order 
from the Commission for each exten- 
sion, regardless of size, made to serve 
new customers. It files the applica- 
tion herein for the purpose of eliminat- 
ing the necessity of making a separate 
application for each extension. It 
states that the transmission and dis- 
tribution lines will be constructed in 
conformity with the specific rules and 
regulations as contained in the Na- 
tional Electrical Safety Code and as 
the laws of the state of Missouri and 
the orders and rulings of this Commis- 
sion may require. The applicant 
states that the said lines and all equip- 
ment connected therewith will be 
maintained and operated in a reason- 
ably safe and adequate manner so as 
not to endanger the safety of the pub- 
lic or to interfere unreasonably with 
the service of other aerial lines. 

[1] In carrying out any construc- 
tion program for which it now seeks 
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authority, it states that before the con- 
struction of any extension or before 
any major change is made in the loca- 
tion, phase, or voltage of any electric 
line in the territory described in this 
proceeding, it will give at least fifteen 
days’ notice to any and all other pub- 
lic utility or utilities affected. In giv- 
ing such notice the applicant agrees to 
show what the proposed construction 
or alternation will be in sufficient de- 
tail to enable representatives of the 
affected utilities to determine what 
action they may desire to take with 
reference thereto. Wherever said 
transmission lines may parallel or 
cross the aerial lines belonging to or 
operated by other companies or indi- 
viduals, or come in close proximity 
thereto, so as to cause induction or 
other electrical interference, thereby 
making necessary changes in said line 
or lines, or in the said line or lines of 


the applicant, for the general benefit 
and safety of the public, the expense, 


if any, incurred in making such 
changes shall be determined between 
the parties operating such lines and 
the applicant, and in case of failure 
of the parties to reach such agreement 
in settlement thereof, the matter may 
be submitted to the Public Service 
Commission for arbitration and deter- 
mination, in the manner provided for 
in § 118 of the Missouri Public Serv- 
ice Commission Act, now § 5697 of 
the Revised Statutes of Missouri, 
1939. 


In response to notice of this ap- 
plication and hearing a letter was re- 
ceived from The Atchison, Topeka 
and Santa Fe Railway Company re- 
questing that the applicant be required 
to give thirty days’ notice to inter- 
ested parties before the construction 
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of any extension or major change as 
proposed in Paragraph 7 of the appli- 
cation instead of fifteen days’ notice as 
offered by the applicant. The appli- 
cant objected to lengthening of the 
period of notice to thirty days because 
of the added delay that would neces- 
sarily result, but agreed to give addi- 
tional time and whenever possible it 
would make an effort to allow any ob- 
jector more time to work out the 
particular problem. 

The Commission is of the opinion 
that the period of notice should be 
fixed at fifteen days in order to ex- 
pedite the extension of the service 
to the public as much as possible. 

Counsel for the Northwest Missouri 
Electric Cooperative appeared in the 
interest of that codperative association 
now furnishing service in part of the 
area included in the application. He 
made the request that the applicant 
give notice before beginning the con- 
struction of any line that might affect 
the interest of the codperative. It was 
mutually agreed by these parties that 
both would give such notice to the 
other. 

[2] It is not understood by the 
Commission that the applicant is seek- 
ing exclusive authority to operate in 
the area, but authority to extend its 
electric lines from its present system 
or from the system that it may have 
in existence at any given time in the 
future, in order that prospective cus- 
tomers adjacent to the then existing 
system can receive electric service as 
promptly as possible and at minimum 
expense. As mentioned above, the 
applicant, from time to time, has re- 
quested authority to extend the in- 
dividual lines to the various custom- 
ers. Under a decision of our supreme 
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court in Public Service Commission 
v. Kansas City Power & Light Co. 
325 Mo 1217, PURI931A 32, 31 
SW2d 67, it is required, under its 
present practice, to secure from this 
Commission a certificate of conven- 
ience and necessity before making any 
extension of service to new customers 
who reside outside of incorporated 
cities, towns, and villages within the 
area herein prescribed. To avoid de- 
lay in securing that authority, which 
in turn delays the customer in receiv- 
ing the service, and to avoid the ex- 
pense of attending hearings before this 
Commission for each extension, the 
applicant, as we understand its peti- 
tion, seeks authority to extend its lines 
to new customers within the pre- 
scribed area in conformity with its ex- 
tension rule now in effect or the ex- 
tension rule it may have in effect at 
any future date. 

Under the decision of our supreme 
court in State ex rel. St. Louis County 
Gas Co. v. Public Service Commis- 
sion, 315 Mo 312, PUR1927A 187, 
286 SW 84, any utility is required to 
extend its lines to a new customer or 
customers who will comply with the 
terms and requirements of that util- 
ity’s extension rule. Likewise, the 
Commission cannot require the utility 
to extend its lines to any new customer 
except in conformity with the existing 
extension rule that may be filed and 
in effect. So, we do not understand 
that the applicant intends to change 
its practice in extending its lines to 
new customers within the prescribed 
area, but will continue to extend its 
lines in conformity with its extension 


rule, taking into account the various 
conditions, including economic condi- 
tions, surrounding each and every pro- 
posed extension. 

In view of the evidence that has 
been submitted in this case, the Com- 
mission is of the opinion that the au- 
thority requested by the applicant 
should be granted. 

It is, therefore, 

Ordered: 1. That St. Joseph Light 
& Power Company be and is hereby 
authorized to construct, maintain, and 
operate electric transmission lines and 
distribution systems over, along and 
across the highways of the counties 
of Andrew, Buchanan, Clinton, Holt, 
and Platte, and along such other 
routes as may be properly provided 
in said counties, and along private 
rights of way as may be secured by 
the applicant, all in the state of Mis- 
souri, with authority to furnish elec- 
tric service to all persons in the area 
for which this certificate is granted 
and in conformity with the extension 
rules that the applicant from time to 
time, may have on file with this Com- 
mission and in effect, such area being 
fully described on the map filed herein 
by the applicant, attached to its ap- 
plication and marked “Amended Ex- 
hibit B.”* The aforesaid map is here- 
by referred to, and made a part of this 
order. The authority hereby granted, 
however, does not grant permission to 
serve within the corporate limits of 
any municipality unless the consent 
of the proper municipal authorities 
shall first have been obtained, and 
until a certificate of convenience and 
necessity for the operation in said mu- 





1 Eprror’s Note— Original order dated 
March 13, 1946, was amended by supplemental 
order dated April 12, 1946, omitting the words 
“attached to its application” after the word 
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“applicant,” and _ substituting the words 
ane Exhibit B” for the words “Ex- 
ibit B.” 
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nicipal area shall have been secured 
from this Commission. 

Ordered: 2. That said electric 
transmission and power lines and all 
equipment connected therewith shall 
be constructed so as to conform to the 
specific rules and regulations con- 
tained in the National Electrical Safe- 
ty Code, issued by the United States 
Bureau of Standards, and where said 
transmission lines cross the tracks of 
any railroad company, said crossing 
shall be constructed so as to conform 
to the specific rules and regulations 
contained in the Commission’s Gen- 
eral Order No. 24, issued August 17, 
1925. Furthermore, that said appli- 
cant herein shall maintain and operate 
said transmission lines and all equip- 
ment connected therewith in a reason- 
ably safe and adequate manner so as 
not to endanger the safety of the pub- 
lic or to interfere unreasonably with 
the service of other aerial lines, and 
shall give reasonable notice to any 
other utility whose service might be 
affected by any proposed construction 
or change; and that the Commission 
fully retain jurisdiction of the par- 
ties and the subject matter of this pro- 
ceeding, on the evidence now before 
the Commission, for the purpose of 
making such further order or orders 
as may be necessary. 


Ordered: 3. Wherever said trans- 
mission lines may or do parallel aerial 
lines belonging to or operated by other 
companies or individuals or cross such 
line or lines or come in close proxim- 
ity thereto so as to cause induction 
or other electrical interference, there- 
by making necessary changes in said 
line or lines or in the said line or lines 
of the applicant for the general benefit 
and safety of the public, the expense, 
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if any accrued in making such changes 
shall be determined by an agreement 
between the parties operating such 
lines and the applicant, and in case of 
failure of the parties to reach such 
agreement in settlement thereof, the 
matter may be submitted to the Public 
Service Commission for arbitration 
and determination as provided for in 
§ 118 of the Original Act creating the 
Public Service Commission of this 
state, now § 5697 of the Revised Stat- 
utes of Missouri for ‘1939. 

Ordered: 4. That before beginning 
the construction of any electrical pow- 
er and transmission line in the terri- 
tory herein designated and before a 
change is made in the location, phase, 
or voltage of any electric line that may 
be in operation, the applicant shall 
give all other utilities affected by such 
change or construction at least fifteen 
days’ written notice, showing in suf- 
ficient detail what the proposed con- 
struction or change will be to enable 
competent representatives of those 
utilities to determine what action the 
particular utility or utilities may desire 
to take with reference thereto. 

Ordered: 5. That this order shall 
take effect ten days from the date 
hereof,® and that the secretary of the 
Commission shall forthwith serve on 
all parties, interested herein, a certified 
copy of this report and order, and that 
the applicant and all other interested 
parties shall notify the Commission 
before the effective date of this order, 
in the manner prescribed by § 25 of 
the Public Service Commission Law, 
(§ 5601, Rev Stats Mo 1939), wheth- 
er the terms of this order are accepted 
and will be obeyed. 

2Eprtror’s Note—By supplemental order 


the effective date of the order was fixed thirty 
days after March 13, 1946. 





308 





RE PANHANDLE EASTERN PIPE LINE CO. 


INDIANA PUBLIC SERVICE COMMISSION 


Re Panhandle Eastern Pipe Line Company 


Cause No. 16741 
April 9, 1946 


EQUEST by natural gas company for modification of order re- 
R quiring filing of tariffs, reports, and information; denied. 


Interstate commerce, § 37 — Powers of state Commission — Local distribution of 


interstate gas. 


1. The state Commission has jurisdiction over sales direct to consumers, 
by a natural gas company, of natural gas that has moved into the state in 


interstate commerce, p. 311. 


Interstate commerce, § 76.1 — Duties of interstate company — Tariffs, reports, 
and accounting information — Direct gas sales to consumers. 
2. A natural gas company selling to consumers natural gas which has moved 
into the state in interstate commerce has the duty and obligation to file with 
the state Commission, and keep on file, tariffs, reports, and accounting in- 
formation required of public utilities by the statutes of the state and the 
Commission’s rules and regulations, and the Commission may use such data 
for all purposes required or permitted by the provisions of the Public Serv- 
ice Commission Act and the rules and regulations of the Commission pro- 


mulgated thereunder, p. 311. 


By the Commission: On Novem- 
ber 21, 1945, this Commission entered 
its order (Original Order) in the 
above-entitled cause wherein, among 
other things, it ordered the respondent 
herein, Panhandle Eastern Pipe Line 
Company (Panhandle), within times 
prescribed in such order, to file with 
the Bureau of Tariffs of the Commis- 
sion tariffs covering rates, rules, and 
regulations appertaining to any and all 
sales of natural gas by it direct to ul- 
timate consumers within the state of 
Indiana, and to file with the Commis- 
sion certain designated annual reports, 
and to file with the Commission cer- 
tain information appertaining to the 
plant and property of Panhandle. 
Panhandle did not comply with any of 
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the provisions of the Original- Order, 
but on or about January 2, 1946, took 
an appeal (the Appeal) from said or- 
der to the Randolph circuit court. 
The Appeal was docketed as Cause 
No. 5440 in said court. 

On March 21, 1946, respondent 
filed in this Cause No. 16741 a docu- 
ment captioned “Offer of Respondent 
to Furnish Information Designated by 
Commission Order Dated November 
21, 1945, on Condition that the Same 
Be Accepted by the Commission as In- 
formation Only and That Said Order 
Dated November 21, 1945, be so 
modified As to State Unequivocally 
That It Involves No Assertion of Any 
Jurisdiction or Authority of the Com- 
mission to Regulate the Business of 
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Respondent of Selling and Directly 
Delivering Natural Gas Transported 
in Interstate Commerce to Industrial 
Consumers in the State of Indiana, 
and Seeks the Filing of the Reports 
and Documents Designated in Said 
Order for Information Purposes 
Only” (Respondent’s Offer). The 
content of Respondent’s Offer is as 
follows : 

“Comes now Panhandle Eastern 
Pipe Line Company and respectfully 
shows this Honorable Commission : 

“1. That this respondent has at all 
times throughout this proceeding as- 
serted and insisted, and continues to 
assert and insist, that it is engaged 
solely in interstate commerce in the 
state of Indiana, that this Commission 
consequently has no jurisdiction of re- 
spondent or its business, and that any 
statute of Indiana construed to pur- 


port to confer such jurisdiction as ap- 
plied to respondent and its business is 
void because in violation of Art I, 
§ 8(3) of the Constitution of the 
United States. 


“2. That respondent has asserted 
and continues to assert such position 
in the proceeding to set aside and va- 
cate such order in Cause No. 5440 in 
the Randolph circuit court entitled 
Panhandle Eastern Pipeline Co. v. 
The Public Service Commission, 
which cause has been heretofore tried 
in said court and taken under advise- 
ment. 

“3. That at the time said action 
was commenced respondent in good 
faith understood and believed and still 
believes that said order dated Novem- 
ber 21, 1945, constituted and consti- 
tutes an assertion of the right and au- 
thority to regulate the rates and serv- 
ice of respondent in its business of sell- 
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ing and directly delivering natural gas 
transported in interstate commerce to 
certain industrial consumers as shown 
by the record in said cause which busi- 
ness respondent contends is protected 
from such regulation by Art I, § 8(3) 
of the Commerce Clause. 

“4. That this Commission has now 
asserted by arguments and brief in 
said action in the Randolph circuit 
court that the papers and documents 
which respondent is ordered to file 
by said order dated ‘November 21, 
1945, are sought by it for information 
purposes only and not as an assertion 
of jurisdiction to regulate respond- 
ent’s rates and service for direct sales 
and deliveries to industrial consumers 
within the state of Indiana. 

“5. Respondent denies that the 
Commission is authorized by law to 
require the filing of the papers and 
documents ordered filed by said order 
dated November 21, 1945, for the rea- 
son that the same are not relevant to 
the exercise of any jurisdiction which 
the Commission possesses and no part 
of the business of respondent is subject 
to its jurisdiction. However, respond- 
ent has no desire to withhold from the 
Commission any matters designated 
in said order which are desired solely 
for information purposes, even though 
the preparation and filing of the same 
hereafter will be burdensome to re- 
spondent, provided the filing of the 
same would in no way prejudice its 
position that the Commission has no 
jurisdiction or authority to regulate its 
said business in the event that any at- 
tempt to regulate the same should 
hereafter be made by the Commission. 
In view of the assertions heretofore 
made in said order and now made by 
the Commission in arguments and 
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briefs in said cause in the Randolph 
circuit court that the Commission has 
such regulatory jurisdiction, respond- 
ent cannot be certain that it would not 
be prejudiced in said position if it 
should comply with the order as now 
entered unless the Commission by 
modification thereof specifically states 
in its order that said papers and docu- 
ments are sought for information pur- 
poses only, and that said order is not 
to be construed as an assertion of any 
regulatory jurisdiction of respondent 
or its business. 

“6. Respondent therefore now of- 
fers to file with the Commission all 
papers and documents specified in the 
order dated November 21, 1945, pro- 
vided the Commission desires the 
same for information purposes only 
and not as an assertion of regulatory 
jurisdiction of respondent’s business, 
and provided said order is so modified 
or such further order is entered by the 
Commission as to preclude the possi- 
bility of any contention hereafter that 
respondent will be in any manner prej- 
udiced in its right to contest the juris- 
diction of the Commission to regulate 
its said business in the event the Com- 
mission shall hereafter assert the right, 
power, authority, or jurisdiction to 
regulate the same. 

“7. In the event that the order of 
the Commission dated November 21, 
1945, is so modified or such further 
order is entered as to protect respond- 
ent from any prejudice in its right to 
contest hereafter the jurisdiction and 
authority of the Commission to regu- 
late its said business in the event that 
the Commission shall hereafter assert 
the right, power, authority or juris- 
diction to regulate the same, respond- 
ent will furnish the information desig- 
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nated in said order dated November 
21, 1945, within such reasonable time 
as shall be designated by the Commis- 
sion and will dismiss said action now 
pending in the Randolph circuit court 
without prejudice and at its costs. 

“8. While respondent is willing to 
afford the Commission a full oppor- 
tunity to consider and accept or reject 
the proposal herein made, attention is 
called to the fact that the time for fil- 
ing respondent’s reply brief in said 
cause in the Randolph circuit court 
will expire on Thursday, March 28, 
1946, and that said cause will then be 
ready for decision by that court.” 

On or about March 28, 1946, Pan- 
handle filed in the Appeal its applica- 
tion for leave to file a supplemental 
complaint relative to respondent’s 
Offer. 

[1, 2] The Commission certainly 
has no desire that any of the parties 
to this cause, or the court before whom 
the Appeal is pending, or any con- 
sumer, public utility or other interest- 
ed person, should be in any doubt as 
to the conclusions to which the Com- 
mission came in this cause as to its 
regulatory jurisdiction over sales di- 
rect to Indiana consumers of natural 
gas that has moved into the state in 
interstate commerce. The Commis- 
sion thought that position was made 
as clear as language could make it by 
the findings and opinion in the Orig- 
inal Order. Though not required by 
statute to incorporate in an order ei- 
ther findings or opinion, the Commis- 
sion did in the Original Order, be- 
cause of the importance of this matter 
and to the end that the parties should 
be fully informed as to its conclusions, 
set forth in detail both its findings and 
its opinion as to its regulatory control. 
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After an extended discussion of its 
views, the Commission said unequiv- 
ocally therein (p. 82) that it conclud- 
ed “that the distribution in Indiana by 
Panhandle of natural gas direct to 
consumers is subject to regulation by 
this Commission under the laws of 
this state.” Those laws place on the 
Commission, as the state regulatory 
agency, the power and duty, whenever 
action is necessary in the public inter- 
est, to make reasonable regulations of 
rates and service. This duty the Com- 
mission proposes to exercise when and 
as public interest requires action. The 
conclusion above quoted did and does 
express its position on this question. 

The Commission has consistently 
reiterated this position in two other 
regulatory proceedings in each of 
which Panhandle was a party or had 
representatives present. 

In Re Panhandle Eastern Pipe Line 
Co. (1946) Docket Nos. G-661 and 
G-688, 63 PUR(NS) 213, before the 
Federal Power Commission, being 
proceedings involving the question 
whether Panhandle would be permit- 
ted by regulatory authorities to trans- 
port through its pipeline system large 
additional amounts of gas to be sold 
to a new industrial consumer, the 
Commission intervened in the inter- 
est of the consumers in the state of 
Indiana and opposed the use of the 
pipe line for such transportation on 
the ground that such system did not 
have sufficient capacity even to supply 
adequately existing consumers. In the 
hearing in those proceedings in Jan- 
uary, 1946, the Federal Commission 
called for, and the full Federal Com- 
mission listened to, arguments on the 
jurisdictional issue in which the Com- 
mission, as an intervenor, participated. 
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In that argument the Commission 
stated : 
2 The Indiana Commission 
believes that the Natural Gas Act has 
completely closed the gap in the regu- 
lation of gas moving in interstate com- 
merce for public distribution. 
“Assuming adequate state law, we 
believe that between the states and the 
Federal agency the entire field has 
been covered. We have given much 
and careful consideration to the ques- 
tion of the division of Federal and 
state regulatory powers in this inter- 
state gas field, and it is our studied 
conviction that we have been entrust- 
ed, under the powers remaining with 
us under our state statutes, with the 
full and complete regulation of all 
direct sales to consumers, residential, 
commercial, or industrial, of natural 
gas moving in interstate commerce. 


“This jurisdiction, we believe, ex- 
tends both to the consumer rates and 
service of such sales, and includes the 
control and regulation by the state of 
those facilities of movement, metering 
and regulating which appertain solely 
to the direct customer. service. 


“On the other hand, we recognize 
fully your own jurisdiction and con- 
trol over the interstate transportation 
of all such gas by the natural gas com- 
pany, (1) until and including the sale 
in cases of sale for resale, and (2) up 
to and including the point where the 
gas is broken out of the interstate 
stream and placed in facilities used 
solely for the local sale, in cases of 
gas sold direct. For example, in a 
direct industrial sale by a pipe-line 
company, such as the one in issue here, 
it is our view that the facilities beyond 
the valve take off in the transmission 
line are facilities of the local service 
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and subject to state control; but that 
the facilities before such point, includ- 
ing the valve and other facilities used 
in the breaking out from the interstate 
stream of the gas to be sold to a con- 
sumer direct, are facilities subject to 
your jurisdiction and control. 

“And we recognize, too, your full 
control and jurisdiction of the gas 
while in its interstate movement even 
though it is to be sold direct to a con- 
sumer ; and your full right and power 
to determine the question of whether 
or not such facilities used or useful 
for that interstate transportation may 
in the public interest be used to move 
such gas to the point where our regu- 
lation begins, or must, because of prior 
rights of other consumers, inadequacy 
of facilities or other adequate causes, 
be used for other transportation. 

“We believe this construction of the 
line of demarcation between state and 
Federal powers is the one fixed by the 
Natural Gas Act. We believe the 
point of division of powers between 
you and us have been wisely so 
placed. 

“We believe that under that divi- 
sion you have the full and complete 
authority in the instant case to deter- 
mine whether or not this volume of 
gas which Panhandle Eastern Pipe 
Line Company proposes to sell direct 
can be brought to, or broken out at, 
the point where state regulation would 
pick up. 

“We are confident that in exercis- 
ing that jurisdiction and determining 
the issues, you will give fair and full 
consideration to the rights and protec- 
tion of all areas and all classes of con- 
sumers along this pipe line who are 
dependent upon its capacity for such 
gas as they need to meet their require- 
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ments for this essential public utility 
service. Ps 

The Commission also participated 
on February 19, and 20, 1946, at the 
Chicago hearings in the general Nat- 
ural Gas Investigation (Docket No. 
G-580), which is now being conduct- 
ed by the Federal Power Commission. 
At that hearing, Panhandle had rep- 
resentatives present. The Commission 
there again stated its position as to 
its regulatory power over gas sold di- 
rect to Indiana consumers as follows: 

i Adequate regulation of this 
supply, giving assurance that it will 
be available to consumers in the state, 
continuously and in adequate amounts, 
at fair and reasonable prices, and 
without unwarranted discriminations 
either between classes of users or those 
within a class, is of vital importance 
to the welfare of the state and its citi- 
zens. ‘ 
“We believe that the transportation 
and sale of natural gas is a business 
affected with a public interest, that it 
is inherently and necessarily, if eco- 
nomic waste is to be avoided, gener- 
ally monopolistic in character, and 
that full and adequate regulation 
thereof is essential if the public interest 
is to be protected. We believe this 
regulation and protection can best be 
afforded and local interests best dealt 
with through the existing policy of 
the Natural Gas Act of leaving to 
state regulative authority the control 
over rates and service in cases of all 
direct consumer sales, and placing in 
the Federal agency the full control 
over the interstate transportation of 
the gas and over its sale for resale. 
We believe the public interest can and 
will be best served through the codp- 
erative efforts of these agencies as 
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each functions within its own sphere. 


“As we have before said, we believe 
that Congress has left with each state 
the control and regulation of direct 
sales to consumers within such state. 
We think, state law being adequate, 
this regulatory power exists in cases 
of all classes of direct service to con- 
sumers, residential, commercial and 
industrial, small or large. We believe 
the unification of regulation of all di- 
rect consumer sales in the state regu- 
latory agency is a wise and sound one, 
and one that the legislative history of 
the Natural Gas Act shows clearly to 
have been the congressional intent. 
We think that this line of demarcation 
of regulatory control is clearly one 
permitted by the Federal Constitution 
and that it should be fully preserved 
in any legislation amendatory to the 
act.” 

Appearing as a participant in that 
hearing, the Commission further stat- 
ed in answer to specific questions rela- 
tive to direct consumer sales, as fol- 
lows: 

“In fact, our Commission has gone 
on record, as most of you probably 
well know, holding that we have leg- 
islative authority which we propose 
to exercise governing all sales, irre- 
spective of whether those sales are 
from a distributing utility or direct 
sales from a pipe line.” 

The position of the Commission, as 
determined from its investigation in 
this cause, was and is that it has juris- 
diction over sales direct to consumers 
by Panhandle of natural gas that has 
moved into the state in interstate com- 
merce; that Panhandle has the duty 
and obligation to file with the Com- 
mission, and keep on file, the tariffs, 
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reports, and accounting information 
required of public utilities by the stat- 
utes of the state of Indiana and the 
Commission’s rules and regulations 
now in effect or from time to time pro- 
mulgated; that the only lawful rates, 
rules, and regulations for natural gas 
service by Panhandle direct to con- 
sumers in Indiana would be those filed 
by Panhandle with the bureau of 
tariffs of the Commission and in effect 
pursuant to the provisions of the Pub- 
lic Service Commission Act and the 
Commission’s rules and regulations 
promulgated thereunder; contained in 
such tariffs, reports, and other data 
for any and all lawful purposes neces- 
sary or advantageous in the perform- 
ance by it of its duties and responsi- 
bilities as the state regulatory agency 
of public utility services; and that the 
Commission will, if, when, and as the 
public interest requires, regulate rates 
and service of natural gas sales by 
Panhandle direct to Indiana consum- 
ers, and believes that it has authority 
so to do. 

For some reason counsel for Pan- 
handle, in their brief and in their 
oral argument in the Appeal, asserted 
that the Commission has no use for 
and does not need the information re- 
quired to be filed by the Original 
Order for any purpose or use other 
than the regulation of sales to indus- 
trial consumers; and counsel have 
dogmatically asserted that “if no such 
right of regulation exists, the order 
made is unlawful and should be va- 
cated and set aside.” Such statements 
are not correct factually, and in the 
opinion of the Commission, the con- 
clusion of counsel is wholly erroneous. 
The actual experience of the Commis- 
sion in connection with the two Fed- 
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eral proceedings above referred to 
have amply demonstrated to it the 
need of such and other information for 
numerous purposes. Members of the 
attorney general’s staff both in their 
oral argument and in their subsequent 
brief in the Appeal demonstrated the 
fallacy of counsel’s claim and pointed 
out some of these purposes. Counsel 
apparently now wants that demonstra- 
tion translated into an abandonment 
of the Commission’s expressed posi- 
tion of regulatory power. The Com- 
mission has been particularly con- 
cerned lest failure to reiterate its posi- 
tion might be taken as silent approval 
of their assertions. Such an assump- 
tion would be opposite to the fact, but 
the Commission has concluded it 
should affirmatively point this out in 
acting on Respondent’s Offer. 

The Commission seeks the infor- 
mation directed to be filed by the Orig- 
inal Order for any and all uses to 
which it may be put by the Commis- 
sion in the exercise of its statutory 
functions and the performance of its 
duties. Its use will not be limited to 
rate and service regulation of direct 
sales to Indiana consumers, but this 
broader use will not exclude the use 
for rate and service regulation of such 
sales. An example of this broader 
use appears in connection with the two 
proceedings above referred to. Cer- 
tain of the information needed for par- 
ticipation in those proceedings, and 
for determination of the necessity of 
such participation, would have been 
available if the Original Order had 
been complied with. Experience in 
those proceedings also has shown a ne- 
cessity for broadening the information 
called for in annual or periodic reports. 
The importance to the public of a con- 
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tinuous check on natural gas pipe-line 
capacity and use has been strongly 
impressed on the Commission by the 
experiences of the past winter. Action 
by regulatory agency in advance of an 
actual break-down of service is a 
greater aid to the public than reme- 
dial action after break-down. Condi- 
tions arising this winter have spot- 
lighted the essentialness of vigilance 
by the state regulatory agency if an 
adequate supply of gas is to be had 
for Indiana consumers. Severe, and 
what the Commission believes to have 
probably been arbitrary and discrimi- 
natory, curtailments in the gas sup- 
ply to Indiana industrial consumers 
using gas from the Panhandle system, 
were made by Panhandle during this 
past winter. The complaints to the 
Commission by such curtailed con- 
sumers, and their reports as to the 
effect of the curtailments on the pro- 
duction operations and employment in 
their establishments, convinced the 
Commission of the seriousness of the 
situation from the public standpoint. 
It actively sought and obtained as- 
sistance from the Federal Power 
Commission in respect of lessening 
these curtailments. During the same 
period facts came to light which dis- 
closed that Panhandle was attempting 
to take on an additional large indus- 
trial load on its system. The supply- 
ing of such load would have seriously 
impaired the existing service to in- 
dustrial consumers in Indiana. On 
behalf of the consuming public, the 
Commission appeared as intervenors 
in the investigation of the Federal 
Power Commission of this matter 
(Dockets No. G-661 and No. G-688), 
supra, but most of the factual infor- 
mation had to be developed from ex- 
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aminations and studies of transmis- 
sion capacities and loads which was 
in the files of the Federal Power Com- 
mission, and this handicapped the 
Commission in discovering the prob- 
lem and dealing with it. 


The position of the Commission is 
that its functions include, when and 
as necessary in the public interest, the 
regulation of rates and service in cases 
of sales directly to Indiana consumers. 
There are many purposes and uses, in 
the exercise of the regulatory and 
other duties placed upon the Commis- 
sion by law, for which the Commis- 
sion shall undoubtedly make use of the 
data which are required to be supplied 
now and from time to time by Pan- 
handle under the Indiana statute and 
the Original Order. Some of those 
uses were pointed out by the attorney 
general both in his oral argument and 
It is 


in the brief subsequently filed. 
not necessary to repeat or expand the 


list. The uses which will be made of 
the information supplied will be all 
such as the public interest require. 
Certainly without the information the 
Commission is and will be handi- 
capped in the exercise of many of its 
regulatory functions and the public, in 
whose interest the Commission func- 
tions, is injured thereby. 

The Commission desires to add a 
word as to the reservation in the Orig- 
inal Order relative to further action 
by the Commission if Panhandle un- 
dertook to sell gas direct to DuPont 
without complying with § 97A of the 
Public Service Commission Act. The 
issue in such supplemental investiga- 
tion would involve the provisions of 
§ 97A of the act, and issue additional 
to those dealt with in the Original 
Order. Panhandle had not at the time 
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of the hearings or the order com- 
menced any service to DuPont. In 
such a situation, the Commission had 
no power to order anything in respect 
of DuPont at that time. The Com- 
mission was not called upon to assume 
that, in the light of the views expressd 
in the Original Order, Panhandle 
would ignore the state and commence 
direct service to DuPont merely upon 
its own ideas of the scope of § 97A. 
Panhandle could have submitted that 
question to the Commission for deter- 
mination before it commenced the 
service, and it can still do so if it sees 
fit. In any such petition, Panhandle 
can assert a lack of jurisdiction, and 
any order made, if not acceptable to 
Panhandle, is appealable to the courts. 
Such procedure is not unknown to 
Panhandle. Panhandle took exactly 
that kind of a course in an application 
to the Federal Power Commission 
which is docketed as Docket No. G-693 
and in which docket the Commission 
was a party intervenor. But with the 
state of Indiana, Panhandle saw fit to 
ignore the statutory provisions, and 
saw fit to commence the service and 
then advise the Commission that it 
had done so. In that situation, Pan- 
handle has, with its eyes open, as- 
sumed the risks of the course it select- 
ed. There is nothing in the Original 
Order that in any way creates or in- 
creases that risk. If, however, Pan- 
handle does not see fit promptly to file 
a petition for a necessity certificate 
under § 97A, the Commission pro- 
poses to proceed at the earliest date 
consistent with its other duties and 
the demands made by them upon it 
and its staff, with an investigation of 
the status of Panhandle’s DuPont 
service in the light of § 97A. 
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It is therefore ordered by the Public 
Service Commission of Indiana that 
the request contained in Respondent’s 
Offer that the Commission modify, 
change, or limit the scope of the Orig- 
inal Order be and the same is hereby 
denied; that Respondent’s Offer be, 
and the same is hereby, rejected by 
the Commission; that a conditional 
filing, as proposed by Panhandle in 
Respondent’s Offer, of the tariffs of 
rates, rules, and regulations, the an- 
nual reports and the accounting infor- 
mation, or any of them, required to 
be filed by Panhandle by and under 
the Original Order will not constitute 
compliance with the Original Order, 
and that the tariffs of rates, rules and 
regulations, the annual reports and the 
accounting information, when filed, 
shall be deemed to be on file for, and 
to be available for use by the Com- 
mission for, all purposes and uses re- 


quired or permitted by the provisions 
of the Public Service Commission Act 
and the rules and regulations of the 
Commission promulgated thereunder, 
including, but without limitation, the 


use thereof in and in connection with 
the regulation of rates and service ap- 
pertaining to the supplying of natural 
gas by Panhandle direct to consumers 
within the state of Indiana. 

It is further ordered that the secre- 
tary of the Commission shall promptly 
after the entry of this first supplemen- 
tal order (a) mail, first class and reg- 
istered mail, to Panhandle at its prin- 
cipal office in Indiana, 601 [Illinois 
Building, 17 West Market street, In- 
dianapolis 4, Indiana, and also at its 
principal executive office at 135 South 
LaSalle street, Chicago 3, Illinois, 
copies of this first supplemental order, 
and (b) mail, as first-class mail and 
postage prepaid, to counsel of record 
for Panhandle, and to each of the other 
parties to this proceeding and their 
respective counsel of record, and to 
the honorable judge of the Randolph 
circuit court at Winchester, Indiana, 
copies of this first supplemental order ; 
and that said secretary shall forthwith 
thereafter file in this cause his cer- 
tificate of such mailings. 
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Re New York Power & Light Corporation 


Case 12057 
March 6, 1946 


PPLICATION for consent and approval of certificate of change 
v \ of preferred stock into shares of common stock; granted. 


Security issues, § 5 — Change of redeemed stocks — Preferred to common — 


Tax avoidance. 


A corporation which has redeemed preferred stocks should be permitted 
to file a certificate with the secretary of state, pursuant to § 36 of the Stock 
Corporation Law, changing the preferred shares into shares of common 
stock, in order to avoid retiring the redeemed stocks and thereby to avoid 
the payment of a substantial tax which would be required if a wholly new 
issue of common stock were authorized. 


APPEARANCES: Philip Halpern, 
Counsel (by Laurence J. Olmsted, 
Assistant Counsel), for the Public 
Service Commission; LeBoeuf & 
Lamb, New York city (by Lauman 
Martin), Attorneys, for New York 
Power and Light Corporation; Al- 
bert J. Danaher, Albany, Attorney, 
for New York Power and Light Cor- 
poration. 


BREWSTER, Commissioner: The 
New York Power and Light Corpo- 
ration filed with the Commission on 
July 17, 1945, a petition requesting 
approval of and consent to the filing 
of a certificate of change of previously 
authorized and issued shares of 7 per 
cent preferred stock and previously 
authorized and issued shares of $6 
preferred stock into shares of common 
stock, pursuant to § 36 of the Stock 
Corporation Law. 

Recently the Commission consent- 
ed to the filing of a certificate of 
change by petitioner herein authoriz- 


ing 300,000 shares of new cumula- 
tive preferred stock, and thereafter au- 
thorized petitioner to issue 240,000 
shares thereof, the proceeds to be used 
to redeem 144,639 shares of 7 per 
cent preferred stock outstanding and 
96,088 shares of $6 preferred stock 
outstanding. 

On May 15, 1945, petitioner issued 
240,000 shares of the new cumulative 
preferred stock, 3.90 per cent series, 
and used the proceeds thereof, to- 
gether with other funds, for the re- 
demption of the 144,639 shares of 7 
per cent preferred stock and 96,088 
shares of $6 preferred stock then out- 
standing. 

Petitioner now proposes to file in 
the Department of State of the state of 
New York, a certificate of change of 
the redeemed but still authorized 144,- 
639 shares of 7 per cent stock of a 
par value of $100 each, and of the re- 
deemed but still authorized 96,088 
shares of $6 preferred stock without 
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par value, into shares of common stock 
without par value. It is proposed to 
change the 144,639 shares of 7 per 
cent preferred stock into 72,312 shares 
of common stock and to change the 
96,088 shares of $6 preferred stock 
into the same number of shares of 
common stock. 

Briefly stated, the status of the pre- 
ferred stocks proposed to be reclassified 
is as follows: 

Before the 300,000 shares of new 
cumulative preferred stock were au- 
thorized the company had authority 
under its certificate filed in the office 
of the Department of State to issue 


150,000 shares of 7% preferred stock 
300,000 “ “ $6 “ “ 
1,300,000“ “* 

There were issued and outstanding 


144,639 shares of 7 per cent, 96,080 
shares of $6 and 1,300,000 shares of 
common stock. 

If this proposal be approved and 
consummated, the corporation’s au- 
thorized capital stock will consist of 
300,000 shares of 3.90 per cent series 
preferred stock, of a par value of $100 
per share, of which 240,000 shares 
are issued and outstanding, and 1,468,- 
400 shares of common stock, without 
par value, of which all but 168,400 
will be issued and outstanding. 

The stated purpose of the company 
in seeking to so change the preferred 
stock recently redeemed into common 
stock, rather than retiring the redeemed 
preferred stock, is to avoid the pay- 
ment of any substantial tax to the 
department of state. If a wholly 
new issue of common stock were au- 
thorized, rather than a change of the 
old preferred into common, the cor- 
poration, under § 180 of the Tax Law, 
would have to pay a tax of 5 cents on 


common stock 
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each new share of the 168,400 shares 
of no-par common stock which it seeks 
authority to issue. This tax would 
amount to $8,420. By changing the 
old preferred stock into common stock, 
as proposed, the company can obtain 
a credit of $8,420.37, thereby wiping 
out the tax. 

Under date of August 6, 1945, 
counsel rendered to the Commission 
an opinion as to the legal status of 
this application. I quote from that 
opinion. 

“In so seeking to change its old 
preferred, previously authorized, is- 
sued, and redeemed into common 
shares, the corporation is proceeding 
under § 36 of the Stock Corporation 
Law. Section 36 provides in part 
as follows: 

“Section 36. Changes in respect 
to shares, capital stock or capital ; 

“*A stock corporation may effect 
one or more of the following pur- 
poses : : 

“*(D) To change all or any of its 
previously authorized shares with or 
without par value, issued or unissued, 
into the same or a different number 
of shares of any class or classes or any 
series of any class or classes, either 
with or without par value, or into the 
same or a different number of both 
shares with par value and shares with- 
out par value, of any classes or series 
of any class or classes, and at its op- 
tion by such change to add, alter or 
take away such rights as could be add- 
ed, altered or taken away in a pro- 
ceeding under paragraph (E) of this 
section.’ 

“In addition to the authority of 
§ 36 of the Stock Corporation Law, 
NYP & L’s Agreement for Consolida- 
tion, filed in Case 4300, provides in 
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regard to the 7 per cent and $6 pre- 
ferred that: 

“*(g) The corporation from time 
to time may reissue any preferred 
stock of any class redeemed by it and 
resell any of its own stock purchased 
or otherwise acquired by it as herein- 
after provided for, at such price and 
for such consideration as may be fixed 
by its board of directors or executive 
committee.’ 

“The various certificates on file in 
Case 11618 have continued. and car- 
ried forward this provision. 

“The provisions of § 36 of the 
Stock Corporation Law, together with 
the authority in the Agreement for 
Consolidation, apparently give the cor- 
poration full power to do as it in- 
tends.” 

Counsel’s opinion also calls atten- 
tion that in 1941 § 28 of the Stock 
Corporation Law was adopted, which 
section provides for the refunding of 
preferred stock by the use of capital 
funds. At about the same time, sub- 
divisions 2 and 5 of § 664 of the Penal 
Law were amended so that action un- 
der § 28 of the Stock Corporation 
Law would not constitute a misde- 
meanor. Prior to the enactment of 
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§ 28 and the amendment of the Penal 
Law, the refunding could not have 
been carried out in the manner here 
adopted by the company. 

Based upon the foregoing, I believe 
that the petitioner may legally reissue 
the old 7 per cent and $6 preferred 
stocks recently redeemed by it and, if 
approved by the Commission, may le- 
gally change the stock into shares of 
common stock. At present the corpo- 
ration has no authorized but unissued 
common stock. 

If the certificate of change be ap- 
proved and authorized, the corpora- 
tion cannot issue such common stock 
without further approval by the Com- 
mission. The certificate fixes the 
amount of capital stock which the cor- 
poration is hereafter authorized to is- 
sue, but before issuing the same it 
must apply to the Commission for 
authority to do so and must estab- 
lish the need of the funds to be ob- 
tained by the issuance thereof. 


Recommendation 

I recommend that an order issue 
approving the certificate of change in 
capital and that the secretary be di- 
rected to endorse the approval of the 
Commission on the certificate. 
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Idaho Power to Construct 
Two New Plants 


Bi HE IpAHO Power CoMPANy, currently en- 
gaged in the largest expansion program 
in its history, has announced plans for the 
immediate construction of additional hydro- 
electric installations at the Lower Salmon plant 
on the Snake river and on the Malad river to 
complete its existing facilities at those sites. 

This is in addition to the construction of a 
generating plant at the Upper Salmon site, 
work on which is now about half completed. 

The company will invest approximately $6,- 
500,000 to provide the additional generating 
capacity. Contracts have been awarded to Mor- 
rison-Knudsen Company, Inc., of Boise, which 
firm also is constructing the Upper Salmon 
plant. 

Engineering surveys are now under way and 
final planning of the projects is being pushed, 
according to C. J. Strike, president of the com- 
pany. It is thought construction will extend 
through 1948. 

On Malad river an upper generating plant 
of probably 7,000 kw will be constructed a 
mile and a quarter above the existing plant, 
whose capacity now is 12,000 kw. 

At the Lower Salmon site another new plant 
will be constructed either to supplement the 
old one or to replace it. Present plans call for 
installation of three generators to provide 
45,000 kw of generating capacity. The present 
plant has a capacity of 7,200 kw only. 

The Lower Salmon project will call for the 
construction of a new dam, 22 ft. high and 700 
ft. long, to replace the present cofferdam struc- 
ture. 

The output of the new installations will feed 
into the 138,000-volt transmission line. 

Construction of the new installations comes 
under an over-all $7,500,000 program to sup- 
plement the company’s system. 


Joins Gilbert Associates 


RECENT addition to the staff of Gilbert 
Associates, Inc., engineers and consult- 
ants, was Lt. Commander John G,. Miller, 
U.S.N.R. Mr. Miller will serve as a mechanicai 


Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities ; similar information relating to 
government owned utilities ; news concerning products, 
supplies and services o ered by manufacturers; also 
notices of changes in personnel. 








“MASTER*LIGHTS"” 


® Portable Battery Hand Lights. 
® Repair Car Roof Searchlights. 


CARPENTER MFG. CO. 
197 Master-Light Bidg., Boston 45, 





© Hospital Emergency Lights. 
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engineer in the company offices in Reading, 
Pennsylvania. 

For the past four years, Mr. Miller has been 
located in Washington while serving in the 
Bureau of Ships, Navy Department. He super- 
vised design of machinery and electric plants 
for about ninety different ships, including land- 
ing craft, PT boats and other auxiliary ves- 
sels. During the latter stages of the war, Mr. 
Miller was engaged in design studies leading 
to improved and more powerful equipment 
and power plants for destroyers and aircraft 
carriers. 

Prior to the war, Mr, Miller was employed 
for six years as a mechanical engineer with 
the Detroit Edison Company where he was en- 
gaged in the design and study of steam gen- 
erating and prime mover equipment, includ- 
ing the 75,000 kw units at the Delray and 
Marysville plants. 


Plans to Construct 28 Miles 
Of Pipeline 


ONTANA-DAKoTA UrTiLit#xs Company, of 

Minneapolis, has filed an application for 
authorization to construct and operate 28% 
miles of 10% inch gas transmission pipeline in 
Valley County, Montana, the Federal Power 
Commission announced recently. 

The proposed pipeiine, according to the ap- 
plication, will parallel an existing 8-inch pipe- 
line and is for the purpose of transporting ad- 
ditional natural gas for distribution in com- 
munities now served by the company and for 
the transportation of gas from Bowdoin Field 
during summer and off- peak periods for re- 
pressuring and storing in Baker-Glendive Field 
to be withdrawn during periods of heavy de- 
mand to more nearly meet peaks upon the 
system. The project is estimated to cost be- 
tween $250,000 and $300,000. 


Klausmeyer Succeeds Dingley As 
Marmon- Herrington President 


W. Herrincton, chairman of the board 
e of directors of Marmon-Herrington 
Company, Inc., Indianapolis, Indiana, an- 
nounces that Bert Dingley has retired as presi- 
dent of the company. He has been succeeded 
by David M. Klausmeyer, who resigned as 
plant manager of Chervolet Commerciat Body 
Division of General Motors Corporation to 
join the Marmon-Herrington organization. 
Mr. Dingley’s retirement climaxes a long 
and colorful career in the automotive industry. 
He joined Marmon-Herrington in January, 
1932, as vice president, just a few months after 
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the company was founded. This.position he 
held until August, 1942, when he was elected 
president of the company. During this period 
Marmon-Herrington grew from a small, spe- 
cialized concern, devoted exclusively to the 
custom-building of multiple-wheel-drive ve- 
hicles, into a large, diversified mass-producer 
of vehicles for virtually every trucking, de- 
livery and transportation need 

In succeeding Bert Dingley as president of 
the Marmon-Herrington Company, David M. 
Klausmeyer is well qualified both by educa- 
tion and experience for this important posi- 
tion, A mechanical engineer by profession, Mr. 
Klausmeyer has been identified with the auto- 
motive industry all of his business life. He 
joined the Chevrolet Division of General 
Motors in 1924, after spending three years in 
body design and manufacture with various 
factories, and remained with that division con- 
tinuously for 22 years. 


Wood Joins Amer. Coach & Body 
As Sales Promotion Manager 


LARENCE G. Woop, former head of his own 
. distributing organization handling ma- 
chine ‘tools and abrasive discs, has recently 
joined The American Coach & Body Company 
as manager of sales promotion. In this capac 
ity, he will establish an over-all sales program 
and will handle the promotion of several new 
lines, including the new American utility lad- 
der and the American hydraulic tower lift. 


Westinghouse “See-ability” 
Meter Available 


£ } new “See-ability Meter,” a handy tool 
developed to demonstrate proper lighting 
standards in terms the homemaker will under- 
stand, is now available in quantities from the 
Westinghouse Lamp Division. 

The meter was designed by Westinghouse 
after a survey conducted among the nation’s 
leading utilities indicated the need for a simpli- 
fied light meter by its home lighting consult- 
ants, 


To Attend “CIGRE” 


ws L. Ctsver, chief engineer of power 
plants of Detroit Edison, left recently by 
plane for Paris, France, to attend the first 
postwar congress of “CIGRE”—an interna- 
tional conference on high voltage electric sys- 
tems and equipment which is meeting for the 
first time since before the war. Some 100 tech- 
nical papers are being presented. He will also 
attend the meeting of the Public Utilities 
Panel of the Emergéncy Economic Committee 
for Eyrope which he helped to organize. 

As a member of General Eisenhower's staff 
during the war, Colonel Cisler was chief of 
the Public Utilities Section of SHAEF. After 
the dissolution of SHAEF he became chief of 
the Public Utilities Section of the Office of 
Military Government for Germany, U. S., and 
as such assisted in organizing the quadripartite 
work in connection with German utilities, He 
has been decorated by the American, Belgian, 








British, French, and Netherlands governments 
for his aid in restoring electrical service to 
devastated Europe. 

Before the war Mr. Cisler was acorns 
general manager of the electric 
the Public Service Electric and Gas Conaibiey 
of Newark, New Jersey. Eariier in the war he 
assisted in mobilizing power for war in the 
United States and was chief of the Equipment 
Production Branch, Office of War Utilities. 


Marietta Electric Plans 
Construction Program 


HE Securities and Exchange Commission 

has granted an application filed by the 
Monongahela Power Company and its subsidi- 
ary, The Marietta Electric Company, in which 
Marietta proposed to issue and sell to Mo- 
nongahela 3,750 additional shares of common 
stock of Marietta for $375,000 cash. Marietta 
proposes to use a portion of the proceeds from 
the sale to construct additions and improve- 
ments to its transmission and distribution sys- 
tem. 


Portable Electric Hand Lamp 


HE U-C Lite MANUFACTURING CoMPANY, 

11 East Hubbard street, Chicago 11, has 
introduced a portable electric hand lamp, 
known as Big Beam No. 211, which is claimed 
to be ideal for utility and emergency needs, 
as well as for recreational, industrial, and com- 
mercial uses. 

Powered by two standard drycell batteries 
with pressure type connections, it has a single 
focus adjustment whereby it will deliver a spot 
or spread light—a brilliant 1,500 foot beam or 
bright locaiized light. 

Weighing only 7 pounds, it can be set down 
anywhere or clamped in a special hold-down 
fixture accessory for automobile trunks or 
prows of boats. 


$1,340,000 Construction 
Program Proposed 


erBy Gas & ELectric CorPoRATION, and 

three of its subsidiaries, Derby Gas & 
Electric Company, Danbury & Bethel Gas & 
Electric Light Company, and Wallingford Gas 
Light Company, recentiy filed a petition with 
the Securities and Exchange Commission for 
permission to issue additional securities. The 
proceeds would go to the subsidiaries as a loan 
to finance the construction of certain gas manu- 
facturing, transmission, and storage facilities 
at a cost of $1,340,000. 


Installing Drum Gates 
At Shasta Dam 


contract for furnishing and installing 

three drum gates in the spillway section 

of Shasta dam (California) which will in- 

crease water supplies for the multi-million acre 

Central valley irrigation project, has been 

awarded to the American Bridge Company of 
(Continued on page 28) 
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The importance of specialized shop facili- 
ties for pipe fabrication is demonstrated 
convincingly by this Grinnell-developed ex- 
truding machine. 

The accurately extruded nozzles permit 
easier pipe erection in the field by making 
each weld a plain circumferential butt weld. 
The smooth contours, accurate positioning 
of the nozzle and the uniform wall thickness 
are possible only because of this type of shop 
equipment designed for the job. 

Make use of Grinnell’s engineering, metal- 
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lurgical research and pipe fabrication facili- 
ties when specifications call for shop fabri- 
cated piping. 
GRINNELL COMPANY, INC. 
Executive Offices, Providence, R. I. 
Pipe Fabrication Plants: 


Providence, R. I. Atlanta,Ga. Warren, Ohio 


GRIGELL 
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Pittsburgh, Pennsylvania, on its low bid of 
$491,505 by the Bureau of Reclamation. The 
gates will be structural-steel buoyant vessels, 
110 by 28 feet in size. 

Construction of Shasta dam, second largest 
concrete dam in the world and key feature of 
the Central Valley project, was virtually com- 
pleted in 1944. The Bureau of Reclamation is 
now awarding contracts for construction of 
other essential features of the project, includ- 
ing installation of equipment deferred by the 
war. 


Records Watts and Vars 
On Single Instrument 


NNOUNCEMENT of a new watt-var auto- 
switch that permits the recording of both 
watts and vars on a single instrument has been 
made by the Meter and Instrument Division 
of the General Electric Company. The new in- 
strument is intended for use in central stations, 
industrial-plant substations, and similar appli- 
cations to check load lines to determine if ad- 
ditional power-factor correction is needed. 
This device (with an associated recorder) 
is said to give direct, accurate information on 
the amount of corrective kva needed and at 
the same time records the power component, 
kilowatts. Both records are on the same chart, 
which assures perfect synchronism of records. 
The chart record produced with the recorder 
and watt-var autoswitch is very similar to that 





FORD 
TRUCKS 
LAST 
LONGER! 


Today Than na Other Make! 
>> 








obtained with any G-E Type CD inkless re- 
corder mechanism, The record appears as a 
series of very fine dots, which merge into a 
solid line except under rapidly fluctuating con- 
ditions. With the autoswitch both watts and 
vars appear on the same chart with a slight 
difference in density, depending on the setting 
of the timer inside the autoswitch. 


Catalog Features Industrial 
Instruments and Gauges 


NEw 40-page full-color catalog featuring 

industrial instruments and gauges manu- 
factured by The Electric Auto-Lite Company 
is now available. 

Included are complete descriptions and ap- 
plications of the following instruments and 
gauges: pressure gauges, vacuum gauges, re- 
tard gauges, compound gauges, compound re- 
tard gauges, back connected pressure gauges, 
combination altitude pressure and thermom- 
eter gauges, altitude gauges, internal syphon 
pressure gauges, sprinkler system gauges, re- 
cording gauges, indicating and recording ther- 
mometers, portable recording thermometers, 
standard chart ranges, bulbs and special equip- 
ment, transformer thermometers, indicating 
thermometers for freezing and dispensing cabi- 
nets, and indoor-outdoor thermometers, 

Copies may be secured from The Electric 
Auto-Lite Company, Instrument and Gauge 
Division, Chrysler building, New York city. 


Panhandle Eastern Pipe Line Co. 
Plans $6,216,000 Construction 


A $6,216,000 construction program by the 
Panhandle Eastern Pipe Line Company to 
enlarge delivery capacity of its Texas-to-Michi- 
gan gas transmission system has been author- 
ized by the Federal Power Commission. 

The facilities authorized include a compres- 
sor station near Sunray, Moore county, and 
compressor units at stations in Texas, Kansas, 
Illinois, and Indiana. There will be an addi- 
tional 50 miles of pipe line in Texas and 24 
miles in Illinois. 


Large Expansion Planned 


Cea Licut & Power Company has 
obtained the Civilian Production Admin- 
istration’s approval to undertake $4 to $5 million 
power plant expansion and improvement at 
Montville. 


Proposes Property Additions 


Fo mene 7 wy te Power COorRPORATION 
has applied for authority to issue $500,000 
principal amount of first mortgage bonds. Part 
of the proceeds will be used for additions and 
betterments to the company’s properties. 


U. S. Rubber Appointment 


A A. WiLcox has been appointed manager of 

e jobbing sales in the wire and cable de- 

partment of United States Rubber Company, it 
(Continued on page 30) 
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SANGAMO DEMAND INSTRUMENTS 


BuiDING commercial load on the” 
aging longer hours of use yields-the maximum return on investment. Ratés in- 
porating measured demand also make the economies of odded energy use’ 

nt to the customer. While the greatly increased popularity. of modern 
appliances offer considerable possibilities in this direction, they also or : 
m of new, unknown peaks. With: measured demand, all guesswork 
to these peaks and their effect on adequate return on fixed costs ' 
ted. Demand is measured simply, accurately, and economic ‘ 
; mo Lincoln-Type JW Combination Watthour-Demand 
This type of meter is but one of an extensive line 





SANGAMO 


ELECTRIC (i) COMPANY 


SPRINGFIELD #¢ ILLINOIS 
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is announced by H. H. Weber, sales manager 
of the department. 

Mr. Wilcox has been associated with the 
company since 1937. He was formerly manager 
of industrial relations and industrial engineer- 
ing in the company’s wire manufacturing plant 
at Bristol, Rhode Island. 

As manager of jobbing sales he will coérdi- 
nate the sale of electrical wire, cables, cord 
sets, and plugs to wholesalers. 


115 KV Transmission Line 
To Be Constructed 


I Nn order to be able to handle anticipated load 
increases, plans are being made by Iowa 
Electric Light & Power Company to expand 
its generating and transmission facilities to 
include : 

1. A 115 kv transmission line between 
Marshalltown and Boone with its associated 
equipment ; 

2. Retirement of two turbines at Boone and 
the installation there of the 3,500 kw unit now 
located at Marshalltown with its associated 
equipment, and 

3. The installation of a standard engine and 
generator in the Marshalltown diesel station. 

All of the work of surveying and acquiring 
land and easements for the new high voltage 
transmission line will be done this year so that 
construction work can begin as soon as ma- 
terials are available. 

Approximately 58 miles of 115 kv line will 
be constructed between the Marshalltown 
diesel station and the Boone power station. 


Joins Welsbach Engineering & 
Management Corporation 


| CotoneL JosepH P. McBrien, Transpor- 
tation Corps, has joined the engineering 
department of Welsbach Engineering and 
Management Corporation, Philadelphia, Penn- 
sylvania., 

A graduate of Massachusetts Institute of 
Technology in civil and transportation engi- 
neering, Et. Colonel McBrien was awarded 
the Legion of Merit during his army service, 
two years of which were spent as second in 
command in the Trinidad Engineer district, 
building air bases in the British West Indies, 
Netherlands West Indies, and South America. 

Prior to entering the army, Lt. Colonel Mc- 
Brien was a public works consultant with Tax 
Foundation, Inc., New York city. 


Philadelphia Gas Works Plans 
Construction Program 


1 Unitep Gas IMprovEMENT CoMPANY 
has been granted authority to advance to 
its subsidiary, Philadelphia Gas Works Com- 
ae a sum not to exceed $650,000. Philadel- 

Hc to utilize the $650,000, together 
bar 1 000 of other cash, to construct ad- 
ditions to existing plant and distribution fa- 
cilities required to meet the increased demand 
for gas. 


Chart Shows Changes In Branch 
Circuit Wiring Requirements 


Az chart showing changes in branch cir- 
cuit wiring requirements in the 1946 Na- 
tional Electrical Code is being distributed by 
the wire and cable department of United States 
Rubber Company. 

The chart indicates clearly the difference be- 
tween the 1940 and 1946 codes. Copies may be 
obtained from the company, 1230 Avenue of the 
Americas, New York 20. 


Plans Property Additions 


IRGINIA East Coast Urixities, INcorpo- 
RATED, has applied for authority to issue 
and sell to Baltimore National Bank of Balti- 
more, Maryland, its promissory note in the 
principal amount of $150,000, The proceeds of 
the sale are to be used for property additions. 


Construction Loans Announced 


ONSTRUCTION loans — chiefly for distribu- 
tion lines, system improvements or new 

or additional generating capacity — recently 
were made to the following enterprises by the 
Rural Electrification Administration : 

Pioneer Codperative Association, Inc., of 
Ulysses, Kan., $1,130,000 

Howard County Rural Public Power Dis- 
trict, St. Paul, Neb., $540,000. 

Slope Electric Codperative, Inc., New Eng- 
land, N. D., $500,000. 

Capital Electric Codperative, Inc., Bis- 
marck, N. D., $425,000. 

Tri-County Electric Association, Inc., 
Plankinton, S. D., $550,000. 

Spink Electric Association, Inc., Redfield, 
S. D., $245,000 

Garkane Power Association, Inc., of Rich- 
field, Utah, $125,000. 

Powhatan Refrigeration Codéperation, Inc., 
of Clayville, Va., $11,000 

Free State Refrigeration Codéperation, Inc., 
Kinbridge, Va., $4,000. 

Flint Electric Membership Corp., Reynolds, 
Ga., $50,000. 

Lamar Electric Membership Corp., Barnes- 
ville, Ga., $392,000. 

Tri- County Electric Membership Corp., 
Gray, Ga., $235,000. 

Coastal Electric Membership Corp., Mid- 
way, Ga., $118, 

North Central Missouri Electric Codépera- 
tive, Inc., Milan, Mo., $146,000 

Minnkota Power Codperative, Inc., Grand 
Forks, N. D., $115,000 

Laurens Electric Codperative, Inc., Laurens, 
S. C., $258,000. 

Carroll County Board of Public Utilities, 
McKenzie, Tenn., $170,000. 

Robertson Electric Coéperative, Inc., Frank- 
lin, Tex., $275,000. 

jasper-Newton Electric Coéperative, Inc., 
Kirbyville, Tex., $249,000. 

Accomack Northampton Electric Coépera- 
tive, Parksley, Va., $80,000. 

Niobrara Electric Association, Inc., Lusk, 
Wyo., $421,000. 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 














OF BILL ANALYSIS 


A but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 

Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 

The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 


economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago Detroit Montreal Toronto 
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Hicuesr standards of performance with respect to 
continuity of service, dependability, over-all oper- 
ating efficiency, and greatest return on investment, 
are assured when any job of supplying steam require- 
ments for electric power generation is entrusted to 
B&W Boilers. From the time-tested, performance- 
proved B&W boiler designs — Open Pass, Radiant, 
High Head, Stirling and Integral-Furnace — you can 
always be sure of getting units having features nec- 
essary to provide economical steam generation under 
any combination of pressure, temperature, fuel and’ ‘ 5 TF ramace ae 
space requirements consistent with modern boiler — 
applications. When you call on B&W for boilers and 
related equipment you call on a background of over 
60 years’ unsurpassed experience in designing and i. 
building steam generating units that have achieved a 
long record of highly satisfactory service in public OPEN-PASS BOILER—Two units of this 
utility stations in all sections of the United States. design installed in eastern central station. 
Among the recent installations of B&W boilers in — i. a eee B. por be. 
this field are the designs shown on these pages. e : 
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P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
A SHORT CUT United States Circuit Courts SIMPLE 
COVERING of Appeals ALPHABETICAL 
United States District Courts CLASSIFICATION 
State Courts OF SUBJECTS 
Federal Regulatory 
AN EXHAUSTIVE Commissions A GREAT REVIEW 
SURVEY OF State Regulatory Commissions 
Insular and Territorial Regu- 
latory Commissions 


FIFTY YEARS 


THE LAW A GREAT SERVICE 
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PUBLIC UTILITIES REPORTS, INC. 














Tenth Floor, Munsey Building, Washington 4, D. C. 
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There’s more of everything 





you want and need for 





Maximum Trenching Performance 


@ SPEED... MOBILITY... MANEUVERABILITY 





@ POWER... STRENGTH... DURABILITY 
@ EASE OF HANDLING AND OPERATION 
@ MINIMUM MAINTENANCE AND 
OPERATING COST 
CLEVELANDS Save More... Because They Do More 


THE CLEVELAND TRENCHER of oF 


CLEVELAND 17, OHIO 


| oe | CLAIR AVENUE 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 

















Tue American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 


ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


xz Jord, Bacon & Davis 


+ 

VALUATIONS Eng CONSTRUCTION 
REPORTS INIeersS RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 

















GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Steam, Eleasie, Gan, Hydro, POWER ENGINEERING SINCE 1906 Pucchatng aed Exped 
Designs and Construction, Serving Utilities and Industrials ates, Research, ports, 

i B : jel P 1 Relations, 
Operating Betterments R ling ° Phil phia aha aaa pra 


Inspections and Surveys, 


Feed Water Treatment. Washington * New York Accident Prevention. 
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FREDERIC R. HARRIS, INC. 
Engineers Constructors Management 
Reports Appraisals Valuations 

NEW YORK 
Knoxville San Francisco Housten 








cenmucion He A. KULJIAN & COMPANY ratscion 


Engineers 
Public Utilities and Industrials. 


Los Angeles 13 PHILADELPHIA 2 New York 6 








Engineers WILLIAM 8S. LEFFLER = Economisis 
SPECIALIZING IN 
COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — OPERATING REPORTS 


on 
ELECTRIC — WATER — GAS Utility Operations 
Noroten, Connecticut 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 








CHAS. T. MAIN, INC. 
ARCHITECTS — ENGINEERS 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Beston, Mass. “== Washington, D. C. 

















J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 

New Projects Management Reor, 

Consulting Engineering Mergers 
Public Utility Affairs including Integration 


PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 
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SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganizaton. 
Chicago ‘ New York San Francisco 


Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








> 














The J.G. WHITE ENGINEERING CORPORATION 


Design—Construciion—Reports—A ppraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 











ALBRIGHT & FRIEL, INC. W. C. GILMAN & COMPANY 
png, aig ENGINEERS 
Water, Sewage and industrial Waste Problems and 


Airfields, Refuse Ineinerators, Industrial Buildings FINANCIAL CONSULTANTS 
City Planning, Reports, Valuations, Laboratory 


1520 LOCUST STREET PHILADELPHIA 2 55 Liberty Street New York 








BARKER & WHEELER, ENGINEERS JacKSON & MORELAND 


DESIGNS AND CONSTRUCTION — OPERATING Seas 
BSETTERMENTS — COMPLETE OFFICE SYSTEMS — PUBLIC UTILITIES—INDUSTRIALS 
MANAGEMENT — APPRAISALS — RATES RAILROAD ELECTRIFICATION 


DESIGN AND SUPERVISION VALUATIONS 
11 PARK PLACE, NEW YORK CITY ECONOMIC AND OPERATING REPORTS 


BLACK & VEATCH JENSEN, BOWEN &. FARRELL 


CONSULTING ENGINEERS Engineers 
ne cag ccna a8 o> Ann Arbor, Michigan 
ports, and supervision con- : ‘ 
1 al I >. 
struction of Public Utility Properties Aapeciets - Saeieee Sete 


4706 BROADWAY KANSAS CITY, MO. rate inquiries, — fixed capitel 
reclassification, mal cost, security issues. 














EARL L. CARTER LUCAS & LUICK 


Consulting Engineer ENGINEERS 
PENNOVLVANIA, WEST VIRGINIAY KENTUCKY DESIGN, CONSTRUCTION SUPERVISION, 
em ree ae INVESTIGATIONS, REPORTS, RATES 


910 Electric Building Indianapolis, Ind. 231 S. LaSatie Sr., Cricaco 
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ROBERT T. REGESTER 
Consulting Engineer 


Hyprautic Strucrures — Urmities 
Fioop Controt — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 


SLOAN, COOK & LOWE 


CONSULTING’ ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals — Reports 
Operating — Financial — Plant 








A. S. SCHULMAN ELgEctric Co. 
Contractors 


TRANSMISSION LingS—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn St. CrHicaco 








MANFRED K. TOEPPEN 
ENGINEER 
CONSULTATION — INVESTIGATION — Reports 
MarRKstT AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 
MATTERS 
261 Broadway New York 7, N. Y. 
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Public Utilities Fortnightly 
1038 Munsey Building 
Washington 4, D. C. 














P. U. R. QUESTION 
SHEETS 


AN EDUCATIONAL OPPORTUNITY for 
public utility men. A fortnightly quiz of 
ten questions and answers on practical 
financial and operating problems, as pré- 
sented in the decisions of State and Fed- 
eral Commissions and Courts in their in- 
vestigations of public utility companies. 
Ten questions and answers every two 
weeks—annual subscription $10.00. 


Send your order to— 


PUBLIC UTILITIES 


REPORTS, INC. 
Munsey Bidg., Washington 4, D. C 














More Ford Trucks in Use 
Today Than Any Other Make! 
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MERCOID CONTROLS 


TEMPERATURE & PRESSURE ¥ LIQUID LEVEL & ETC. 





Mercury switches are used exclusively in all Mercoid 
Controls. x They insure more dependable control 
performance, and longer contrel life. = Write for 
Catalog N° GOOA, for complete information 


THE MERCOID CORPORATION * 4201 BELMONT AVE., CHICAGO. 41], ILL 
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ra 
. 
sound movie takes 
its audience into fifteen different in- 
dustrial plants and shows how costs are cut 
by. resistance welding. It illustrates by 
animated sketches the principles and uses 
of three types of resistance Welding—spot, 


HIS new full-color 


projection, and seam. It contains many 
pointers for making more effective use of % 


this method of joining metals, of equal 
interest to beginners and! a 1c in 
its use. 

Backing up this GE, film i is an 80-page 
manual for your power sales engineers that 
will add ¢onfidence and aviction to their 
discussion: of resistafice welding with cus- 
tomers. You benefit both from the ‘oppor- 
tunity to plan new _ installations..in_co- 
operation with your customers, and’ from 


or ~ ae PG 
A NEW FULL COLOR 


the diversified use of resistance welding 
will bring. 

To round out the program, G.E. supp 
a 12-pagé reminder. bulletin, which 
ates the key points of interest for the 
who have seen the film. : 


Your local G-E representative will glad 
“ly co-operate with you in y plans i 
showings of this and other MC POWER 
TO AMERICA programs. Apparatus De 
General Electric Company, Schenectady §, 


New York. 
Fie Co0klal ma 


details on this and other MPA 

presentations. Summarizes all current 
programs. Gives prices and ordering 
instructions, for films, manuals, ond 
booklets.” Tells, of coming — 


PLLET-) 


the intreseed industrial, ahaa vial whieh : 


_GENE uF 














